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Date: February 28, 2005
To: MEMBERS OF THE 73rd LEGISLATURE
FROM: Fiscal Analysis Division

SUBJECT: 2005-07 Nevada Legislative Fiscal Report

The Legislative Fiscal Report, prepared by the Fiscal Analysis Division, is designed to
provide you with a summary of the financial status of the state and the Governor's
budget recommendations for the next biennium.

The report is divided into sections and includes historical revenue and expenditure
trends, the revenue projections of the Economic Forum, an overview of taxes and
the Governor's recommended appropriations for the upcoming biennium, including
supplementals, restorations of fund balances and capital improvements. In addition,
budget summaries by each functional area of state government are included. The
budget summaries will allow comparisons of work program (budgeted) amounts in fiscal
year 2004-05, each agency's budget request, and the Governor's recommendations in
each year of the 2005-07 biennium.

This report contains general information, including the highlights of the various
governmental functions. Emphasis is placed on changes and expansion of existing
programs and recommended new programs; therefore, this report should be used in
conjunction with The Executive Budget where more complete information is presented.

If you have questions on this material, feel free to contact us at any time.
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SECTION |
HISTORICAL PERSPECTIVE

This section contains a historical review of actual state General Fund revenues and the
Economic Forum’s December 1, 2004, forecasts for the 2005-07 biennium as well as a
historical presentation of General Fund operating appropriations combined with the Governor’s
recommendations for the 2005-07 biennium. Graphs depicting the trends in both General
Fund revenues since FY 1995-96 are outlined below. The appropriations table on page 10
shows the total state budget level, which includes General Fund and all other available funding
sources.

GENERAL FUND REVENUE TRENDS

FY 1995 to FY 2003

General Fund revenues were approximately $1.83 billion in FY 2002-03, a 41.4 percent
increase over FY 1995-96 revenues, yielding an average annual growth rate over the last eight
years of 5.1 percent. Yearly growth rates, after adjusting for the effects of accounting changes,
have ranged from a low of 1.0 percent in FY 2001-02 to a high of 10.7 percent in FY 1995-96.
The 1.0 percent growth in FY 2001-02 is attributable to the national recession and the effects
of the September 11, 2001 terrorist attacks. As the national and our state economy recovered
from the negative impacts in FY 2001-02, General Fund revenues increased by 4.2 percent in
FY 2002-03. Sluggish growth in FY 1997-98 reflected a slowdown in gaming and sales tax
collections. In FY 1998-99 and FY 1999-2000, strong growth was observed in both of these
revenue sources, especially gaming taxes, due to the well-received openings of several new
mega-resort casinos during this period. Total General Fund revenues grew 8.4 percent in
FY 1998-99, 7.6 percent in FY 1999-2000, and 5.3 percent in FY 2000-01.

Nevada General Fund Revenue Trend
Actual: FY 1995-96 to FY 2003-04 Forecast: FY 2004-05 to FY 2006-07
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When state population growth and inflation are taken into consideration, real per capita state
General Fund revenues were approximately 11 percent lower in FY 2002-03 compared to
FY 1995-96. In fact, real per capita revenues declined an average of 1.7 percent over the
eight year period from FY 1995-96 to FY 2002-03.

Nevada General Fund Revenues per Capita
Actual and Inflation Adjusted (FY 1996 $'s)
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FY 2003-04

Primarilx due to the tax increases and new taxes approved in S.B. 2, S.B. 8 and A.B. 4 during
the 20" Special Session, total General Fund revenues increased by 31.7 percent in
FY 2003-04. Information on the tax plan approved during the 20" Special Session is provided
in Section Il — Tax Overview of this report. Additional factors contributing to the growth in
FY 2003-04 were significantly stronger than anticipated growth in sales tax and gaming
percentage fee tax collections. Sales tax collections were expected to grow 5.0 percent, but
actual growth was approximately 14.0 percent in FY 2003-04. Gaming percentage fee tax
collections were projected to increase by 14.2 percent (including the 0.5 percent tax increase),
but actual collections increased by 21.0 percent.

Adjusting for state population growth and inflation, real per capita state revenues in
FY 2003-04 increased by approximately 25 percent compared to FY 2002-03. However,
FY 2003-04 inflation-adjusted per capita General Fund revenues of $841 per person are
approximately 10 percent above the inflation-adjusted per capita revenues in FY 1995-96 of
$761 per person. The impact of the tax changes and strong economy resulted in FY 2003-04
inflation-adjusted per capita General Fund revenues of $841 being approximately 3.4 percent
higher than the actual (non-inflation adjusted) revenues per capita of $814 observed in
FY 1999-2000.

Forecast: FY 2004-05 to FY 2006-07

Based on the Economic Forum’s December 1, 2004, forecast, total General Fund revenues are
projected to increase by 9.7 percent to $2,637.2 million in FY 2004-05, by 5.9 percent to



$2,793.4 million in FY 2005-06, and by 6.1 percent to $2,963.4 million in FY 2006-07. Total
projected General Fund revenues for the 2005-07 biennium of $5,756.8 million are forecast to
be 14.2 percent above the projected revenues for the 2003-05 biennium of $5,041.3 million
(figure includes FY 2003-04 actual collection and FY 2004-05 projected collections —
December 2004 Economic Forum). The double-digit increase can be attributed to the
continued positive outlook for Nevada’'s economy over the 2005-07 biennium and the fact that
the tax changes approved during the 20™ Special Session where not in effect for the full
2003-05 biennium. Tables displaying the Economic Forum’s December 1, 2004, General Fund
forecast are included in this report on page 6.

Adjusting for projected growth in state population and inflation, real per capita state General
Fund revenues are estimated to increase by 3.4 percent in FY 2004-05. Over the 2005-07
biennium, inflation-adjusted per capita state General Fund revenues are projected to increase
by 1.3 percent in FY 2005-06 to $881 per person and increase by 1.5 percent in FY 2006-07 to
$894 per person.

Composition of General Fund Revenues

From FY 1995-96 to FY 2002-03, taxes, on average, accounted for approximately 93.3 percent
of total General Fund revenues. On average over this eight-year period, sales tax accounted
for 37.2 percent and gaming taxes contributed 38.2 percent with other taxes accounting for an
average of 17.9 percent of total General Fund revenues. Non-tax revenues generated
approximately 6.6 percent of total General Fund revenues on average over the FY 1995-96 to
FY 2002-03 historical period.

The tax changes approved during the 20™ Special Session did not alter the share of revenue
provided by tax versus non-tax sources. However, the distribution amongst the sources of
revenue generated within the tax category was changed. In FY 2003-04, total taxes accounted
for 93.3 percent of total General Fund revenues while non-tax revenue sources provided
6.7 percent, almost identical to the average shares observed prior to FY 2003-04. Sales tax
accounted for 32.9 percent and gaming taxes (including the gaming portion of the live
entertainment tax) generated 33.3 percent of total General Fund revenues in FY 2003-04,
compared to the previous eight-year average of 37.2 percent and 38.2 percent, respectively.
Revenues contributed from other taxes increased to 27.1 percent in FY 2003-04, primarily due
to the implementation the modified business tax and real property transfer tax, effective
October 1, 2003.

Based on the Economic Forum’s December 1, 2004, forecast, total taxes over the
2005-07 biennium are projected to account for approximately 93.5 percent of total General
Fund revenues. On average over the 2005-07 biennium, sales tax collections are estimated to
generate 33.1 percent; gaming taxes would contribute 31.5 percent; other taxes are projected
to provide 28.9 percent; and non-tax revenue sources are forecast to account for 6.5 percent of
total General Fund revenues.



NEVADA GENERAL FUND REVENUES
By Type, FY 1995-96 to FY 2006-07
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NEVADA GENERAL FUND REVENUE
ACTUAL BY SOURCE, FY 2003-04
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ACTUAL GENERAL FUND REVENUE - FY 2003-04

% of % of
Millions $'s Total Millions $'s Total
Taxes: Other Taxes:
State Gaming Taxes $714.7 29.7% Business License Tax (b) $22.2 0.9%
Sales and Use Taxes $790.6 32.9% Mining Tax $16.8 0.6%
Insurance Premium Tax $194.5 8.1% Annual Slot Tax Transfer $5.0 0.2%
Cigarette Tax $106.8 4.4% Tobacco & Other Taxes $6.9 0.3%
Casinol/Live Entertainment Tax (a) (b): Branch Bank Excise Tax (a) $1.5 0.1%
Gaming Establishments $84.9 3.5%  Subtotal Other Taxes $52.5 2.1%
Non-Gaming Establishments $4.3 0.2%
Modified Business Tax (MBT) (a): Subtotal Taxes $2,242.7 93.3%
Non-Financial Institutions $146.2 6.1%
Financial Institutions $15.5 0.6%
Real Property Transfer Tax (a) $88.0 3.7%  Nontax Revenues
Business License Fee (a) $11.9 0.5% Licenses $91.7 3.8%
Liquor Tax $33.0 1.4% Fees and Fines $32.0 1.3%
Use of Money and Property $6.5 0.3%
Miscellaneous Revenues $31.1 1.3%
Subtotal Nontax Revenues $161.3 6.7%
Total General Fund $2,404.0 100.0%

(a) New state taxes approved by the 2003 Legislature (A.B. 4 and S.B. 8 - 20th Special Session)
(b) Taxes repealed in FY 2003-04 by the 2003 Legislature (S.B. 8 - 20th Special Session)



GENERAL FUND REVENUES - ECONOMIC FORUM DECEMBER 1, 2004 FORECAST
ACTUAL: FY 2001 THROUGH FY 2004 AND FORECAST: FY 2005 THROUGH FY 2007
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DECEMBER 1, 2004 ECONOMIC FORUM FORECAST

FY 2001 % FY 2002 % FY 2003 % FY 2004 % % % %
GL NO. DESCRIPTION ACTUAL  Change| ACTUAL  Change| ACTUAL  Change| ACTUAL[a] Changell| FY 2005 Change| FY 2006 Change| FY2007  pange
TAXES
TOTAL MINING TAXES $14,672,692  9.1%|  $9,418,008 -35.8%| $10,641,100 13.0%| $16,817,927 58.0%|f| $17,146,000 2.0%| $17,086,000 -0.3%| $17,284,000  1.2%
TOTAL SALES AND USE TAX [1-FY04] $645,767,621  5.9%| $655,068,480  1.4%| $693,528,823  5.9%| $790,602,667 14.0%| $873,282,000 10.5%| $925,680,000  6.0%| $981,221,000  6.0%
TOTAL GAMING TAXES [2-FY04][3-FY04] $604,464,065  2.0%| $589,803,811 -2.4%| $596,260,210  1.1%|| $714,653,673 19.9%| $732,314,300 25%| $758,657,800  3.6%| $796,701,800  5.0%
CASINO/LIVE ENTERTAINMENT TAX [4a-FY04][4b-FY04] $63,919,196  9.2%|| $64,817,715  1.4%| $70,212,815 8.3%| $89,201,827 27.0%||| $105,954,000 18.8%| $131,108,000 23.7%| $142,976,000  9.1%
INSURANCE PREMIUM TAX $146,925,032  13.6%| $156,550,893  6.6%| $174,135,736 11.2%|| $194,457,058 11.7%| $213,797,000 9.9%| $234,980,000  9.9%| $258,061,000  9.8%
LIQUOR TAX [5-FY04] $15745514  0.5%| $15995650  1.6%| $16,531,358  3.3%| $33,025941 99.8%l|f| $35865,000 8.6%| $36,818,000  2.7%| $37,771,000  2.6%
CIGARETTE TAX [6-FY04] $43,691,552  3.5%| $41,843,892 -4.2%| $44,019,969  5.2%| $106,770,729 142.6%||| $117,600,000 10.1%| $117,600,000 $117,600,000
OTHER TOBACCO TAX [7-FY04] $5,602,823  -6.0%|  $5557,893 -0.8%|  $5916,301  6.4%|  $6,927,276 17.1%||| = $7,342,900 6.0%|  $7,746,800 55%|  $8,134,100  5.0%
LAETRILE & GEROVITAL MFG. $2,692  -28.7%
HECC TRANSFER $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000
BUSINESS LICENSE FEE [8-FY04] $523,072  1.8% $680,845  30.2% $739,561  8.6%| $11,851,752 $18,000,000 51.9%| $22,000,000 22.2%| $26,000,000 18.2%
BUSINESS LICENSE TAX [9-FY04] $77,270,722  18%| $78,394,651  15%| $79,026132  0.8%| $22,216,500 -71.9%) $250,000
MODIFIED BUSINESS TAX - NONFINANCIAL INSTITUTIONS [10-FYO $146,161,812 $194,404,000 33.0%| $207,152,000  6.6%| $220,297,000  6.3%
MODIFIED BUSINESS TAX - FINANCIAL INSTITUTIONS [11-FY04 $15,487,677 $20,000,000 29.1%|| $22,000,000 10.0%| $25,000,000 13.6%
BRANCH BANK EXCISE TAX [12-FY04] $1,508,192 $3,024,000 100.5%||  $3,059,000  1.2%|  $3,094,000  1.1%|
REAL PROPERTY TRANSFER TAX [13-FY04] $88,024,738 $116,734.000 32.6%| $121,279.000 3.9%|| $133,407,000 10.0%
TOTAL TAXES $1.623,584,987  4.8%||$1.623.131,839  0.0%||$1.696.012,005  4.5%| $2.242,707.768 32.2%|[|$2.460.713.200  9.7%||$2.610.166.600  6.1%|$2.772.546.900  6.2%|
LICENSES
INSURANCE LICENSES $6,889,858  6.2%|  $7,806594 13.3%| $10,076,143 29.1%|| $10,578,744  5.0%|f| $11,128,800 5.2%| $12,241,700 10.0%| $12,878,300  5.2%
BANKING LICENSES [1-FY01][16-FY04] $23,785  35.7% $23,600  -0.8% $20,400 -13.6%
MARRIAGE LICENSES $638,601  3.5% $587,774  -8.0% $587,712  0.0% $594,588  1.2% $609,800  2.6% $629,700  3.3% $645,300  2.5%
TOTAL SECRETARY OF STATE [1-FYO02][14-FY04] $36,442,206  3.4%|| $50,064,820 37.4%| $54,026,461  7.9%| $75312,846 39.4%[|| $83,119,000 10.4%| $89,216,000  7.3%| $95912,000  7.5%
PRIVATE SCHOOL LICENSES $156,485  9.8% $181,009 15.7% $207,145  14.4% $251,705  21.5% $268,600  6.7% $288,900  7.6% $300,400  7.1%
PRIVATE EMPLOYMENT AGENCY $29,800  -5.4% $29,000  -2.7% $29,100  0.3% $26,000 -10.7% $13,800 -46.9% $13,800 $13,800
TOTAL REAL ESTATE [2-FY02][15-FY04][16-FY04] $1,451,867  -4.4%|  $1,690,734 16.5%|  $1,548,788 -8.4%|  $2,653,740 71.3%|||  $2,429,000 -85%|  $2,804,000 15.4%|  $2567,000 -8.5%
TOTAL FINANCIAL INSTITUTIONS [1-FY01] [16-FY04 $1,626,149  7.5%|  $1,795,162 10.4%|  $1,926,415  7.3%
ATHLETIC COMMISSION FEES [5-FY02] $2,853655 1.2  $1,706,730 -40.2%|  $1,901,357 11.4%|  $2,258,306 18.8%l|||  $1.700,000 -24.7%|  $1,700,000 $1,700,000
TOTAL LICENSES $50112,496  3.6%| $63.885422 27.5%| $70.323520 101%|| $91.675.929 30.4%||| $99.260.000 ~ 8.3%| $106.894.100 Z7.7%| $114.025800 6.7%
FEES AND FINES
VITAL STATISTICS FEES [17-FY04] $534,243  2.1% $576,967  8.0% $647,213  12.2% $759,587  17.4% $784,700  3.3% $809,800  3.2% $834,100  3.0%
DIVORCE FEES $203,454  1.4% $196,953  -3.2% $201,070  2.1% $205535  2.2% $209,100  1.7% $215,000  2.8% $220,900  2.7%
CIVIL ACTION FEES $1,215362  2.0%|  $1,250,147  2.9%|  $1,322518  5.8%|  $1,376,653  4.1%|||  $1,423,000 3.4%|  $1,469,300 3.3%|  $1,515700  3.2%
INSURANCE FEES $537,507  -27.2% $719,183  33.8% $617,132 -14.2% $624,149  1.1% $624,100  0.0% $624,100 $624,100
TOTAL REAL ESTATE FEES $388,128  -10.9% $397,274  2.4% $436,415  9.9%|  $1,097,847 151.6%|||  $1,154000 5.1%|  $1,245300 7.9%|  $1,313,300  5.5%
SHORT-TERM CAR LEASE [2-FY02] $8288,217  0.2%| $19,662,998 137.2%| $22,208165 12.9%| $25,638,556 15.4%|f| $27,177,000 6.0%| $28,672,000 5.5%| $30,105000  5.0%
ATHLETIC COMMISSION LICENSES/FINES [5-FY02] $122,908 $210,920  71.6% $109,825 -47.9% $110,000  0.2% $110,000 $110,000
WATER PLANNING FEES [4-FY02] $21,069  31.6%
STATE ENGINEER SALES $1,588,378  4.6%|  $1572,066 -1.0%|  $1,590,428  1.2%|  $1,698473  6.8%|||  $1,532,000 -9.8%|  $1,532,000 $1,532,000
SUPREME COURT FEES $204,075  -12.2% $207,830  1.8% $212,035  2.0% $219,042  3.3% $223,000  1.8% $227,000  1.8% $231,100  1.8%
MISC. FINES/FORFEITURES $136,957  16.4% $172541  26.0% $350,947 103.4% $261,421 -25.5% $250,200  -4.3% $261.200  4.4% $272300  4.2%
TOTAL FEES AND FINES $13117,391  -1.0%| $24.878.868 89.7%| $27.796.842 1L7%|| $31.991.088 15.1%||| $33.487.100 47%| $35165700 5.0%| $36.758500  4.5%
USE OF MONEY AND PROPERTY
LYON COUNTY REPAYMENTS $177,450
OTHER REPAYMENTS [7-FY02][8-FY02][18-FY04] $1,118,866  -2.4%) $931,938 -16.7%||  $2,405,277 158.1%|  $2,008,738 -16.5%||  $2,009503 0.0%| $2110318 5.0%|  $2,161185  2.4%
MARLETTE REPAYMENT $10,483  65.4% $10512  0.3% $10,512 $10,512 $10,512 $10,512 $10,512
INTEREST INCOME $26,333458 34.0%|| $12501,357 -52.5%|  $5,990,047 -52.1%|  $4,528,633 -24.4%||| $10,570,000 133.4%| $11,339,000 7.3%| $10,090,000 -11.0%
TOTAL USE OF MONEY AND PROPERTY $27.640257 32.9%| $13.443808 -51.4%|  $8.405836 -375%| $6.547.883 -22.1%||| $12590.015 92.3%| $13.459.830 6.9%| $12.261.697 -8.9%
OTHER REVENUE
HOOVER DAM REVENUE $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000
MISC. SALES AND REFUNDS $4,515462  84.6%|  $1,431,898 -68.3% $932,709 -34.9% $899,132  -3.6% $871,050  -3.1% $921,550  5.8% $881,650  -4.3%
COST RECOVERY PLAN $4,251,236  -2.9%||  $5006,463 17.8%|  $5,004,477  0.0%|  $9,714,586 94.1%|||  $9,856,700 1.5%|  $9,856,700 $9,856,700
PETROLEUM INSPECTION FEES $516,320  -3.5% $550,736  6.7% $563,727  2.4% $557,966  -1.0% $558,000  0.0% $558,000 $558,000
UNCLAIMED PROPERTY [9-FY02] $10,078,369  30.4%|| $19,328,933 91.8%| $16,014,824 -17.1%| $19,611,605 22.5%||| $19,604,500 0.0%| $16,076,900 -18.0%| $16,236,500  1.0%
TOTAL OTHER REVENUE $19.661.386 27.8%| $26.618.030 35.4%|| $22.815.737 -14.3%| $31,083.280 36.2%||| $31.190250 0.3%| $27.713.150 -11.1%| $27.832.850  0.4%
TOTAL GENERAL FUND REVENUE $1.734116,512  5.3%||$L751.957,967  1.0%||$1.825.353.940  4.2% $2.404,005.956 31.7%l||$2.637.249.565  9.7%|$2.793.399.380  5.9%|$2.963.425.747  6.1%|
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DECEMBER 1, 2004 ECONOMIC FORUM FORECAST

FY 2001 % FY 2002 % FY 2003 % FY 2004 % % % %
GL NO. DESCRIPTION ACTUAL _ Change| ACTUAL _ Change| ACTUAL _ Change| ACTUAL[a] Changef| FY 2005 Change| FY 2006 Change| FY2007  pange
NOTES:

[a.] Subject to adjustment based on reconciliation with the Controller's Office and Budget Division

EY 2001

[1-FY01] Amount for FY 2000-01 (5-Oct-01) for GL 3179 reflects adjustments of $198,388.19, $534,222.45, and $153,128.65 that should have been deposited to GL 3179 - Financial Institution Fees, but were recorded in the Controller's system by the Financial Institutions Division under GL 3100
Credit Union Fees, GL 3110 - Banking Fees, and GL 3177 - Thrift Institution Fees, respectively. Adjustment made to maintain historical pattern of collections for comparison.

EY 2002
[1-FY02]
[2-FY02]
[3-FY02]
[4-FY02]
[5-FY02]
[6-FY02]

[7-FY02]
[8-FY02]
[9-FY02]
FY 2004

FY 2002 and FY 2003 collections reflect the 50% increase in most Secretary of State fees (approved by the 2001 Legislature in S.B. 577).

FY 2002 and FY 2003 collections reflect the revenue enhancement approved by the 2001 Legislature in S.B. 307.
Collections FY 2002 and FY 2003 reflect additional revenues from the increase in short-term car rental rate resulting from approval of A.B. 460 (2001 Legislature).

Beginning in FY 2002, GL 3180 - Water Planning Fees were deposited in GL 3205 - State Engineer Sales due to elimination of the account by the agency.
Beginning in FY 2002, Licenses\Fines (GL 3103) revenues collected by the Athletic Commission are reported separately. Previously, these revenues were recorded in GL 3102 along with the fees assessed on the gross receipts from admission fees to unarmed combat events.

In FY 2001-02, the Treasurer deposited $20,000,000 in GL 3291 due to the "2002 Forward Delivery Agreement" for prepayment of interest from the Bond Interest Redemption Fund. The amount is not shown in the General Fund Revenue Tables, but is accounted for on the General

Fund Ending Fund Balance Statement as a one-time revenue adjustment.

The Department of Information of Technology (DOIT) did not make the scheduled repayment for the noted projects totaling $114,749 in FY 2002. These payments for FY 2002 will be made in FY 2003 in addition to their normal scheduled repayments for FY 2003.
The Printing Division did not make the scheduled repayment of $70,669 in FY 2002 and is currently not budgeting to make payments in FY 2003, FY 2004, and FY 2005.
Collections for FY 2002 includes amount generated from "one-time" acceleration of holding period for determining property to be unclaimed approved by the 2001 Legislature in A.B. 77.

[1-FY04] A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the sales tax to the state from 1.25% to 0.5%, effective July 1, 2003.
[2-FY04] S.B. 8 (20th S.S.) increased gross gaming tax rates by 0.5%: 3.0% to 3.5% on monthly revenue up to $50,000; 4.0% to 4.5% on revenue over $50,000 and up to $134,000; 6.25% to 6.75% on revenue exceeding $134,000, effective August 1, 2003.
[3-FY04] S.B. 8 (20th S.S.) increased quarterly restricted slot fees by 33%: from $61 to $81 per machine, up to 5 machines; from $106 to $141 for each machine over 5, up to 15 machines, effective July 22, 2003.
[4a-FY04] S.B. 8 (20th S.S.) modified types of establishments and entertainment subject to the current 10% Casino Entertainment Tax (CET), effective September 1 to December 31, 2003 [Estimated to generate $4,982,000 additional collections during 4-month period].

[4b-FY04] 5.8, 8 (20th S.S.) repealed CET and replaced by Live Entertainment Tax (LET): 5% of admissions price, if entertainment is in facility with 7,500 or more seats; 10% of admissions price & food, beverage, and merchandise purchased, if facility has more than 300 and up to 7,500 seats;

[5-FY04]

[6-FY04]

[7-FY04]
[8-FY04]
[9-FY04]
[10-FY04]
[11-FY04]
[12-FY04]
[13-FY04]

exempt from the tax if facility is a non-gaming establishment with less than 300 seats or is gaming establishment with less than 300 seats and less than 51 slot machines, 6 games, or any combination thereof, effective January 1, 2004.

S.B. 8 (20th S.S.) increased liquor taxes by 75%: beer from 9 cents to 16 cents per gallon; liquor up to 14% alcohol from 40 cents to 70 cents per gallon; liquor over 14% and up to 22% alcohol from 75 cents to $1.30 per gallon; liquor over 22% alcohol from $2.05 (15 cents for alcohol
abuse program, 50 cents to local government, and $1.40 to state general fund) to $3.60 per gallon (15 cents for alcohol abuse program, 50 cents to local government, and $2.95 to state general fund) , effective August 1, 2003. [Estimated to generate $13,873,000 in FY 2004 and
$15,536,000 in FY 2005]. A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the liquor tax to the state from 3% to 0.5%, effective August 1, 2003. [Estimated to generate $734,000 in FY 2004 and $822,000 in FY 2005]

S.B. 8 (20th S.S.) increased cigarette tax per pack of 20 by 45 cents: from 35 cents per pack (10 cents to Local Government Distribution Fund, 25 cents to state general fund) to 80 cents per pack (10 cents to Local Government Distribution Fund, 70 cents to state general fund), effective
July 22, 2003. [Estimated to generate $63,268,000 in FY 2004 and $70,047,000 in FY 2005] A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the cigarette tax to the state from 3% to 0.5%, effective August 1, 2003. [Estimated to

generate $2,538,000 in FY 2004 and $2,884,000 in FY 2005]

A.B. 4 (20th S.S.) reduced collection allowance provided to taxpayer for collecting and remitting tax on other tobacco items from 2.0% to 0.5%, effective August 1, 2003.
S.B. 8 (20th S.S.) changed the $25 one-time annual business license fee to an annual fee of $100, effective July 22, 2003.
S.B. 8 (20th S.S.) repealed the current quarterly $25 per employee tax when the Modified Business Tax comes online, effective October 1, 2003. [See Notes 10 and 11]

S.B. 8 (20th S.S.) imposes tax on gross payroll of a business less a deduction for health care provided to employees, effective October 1, 2003. Tax rate is 0.70% in FY 2004 and 0.65% in FY 2005.
S.B. 8 (20th S.S.) imposes tax of 2.0% on gross payroll of a financial institution less a deduction for health care provided to employees, effective October 1, 2003.

S.B. 8 (20th S.S.) imposes excise tax on each bank of $7,000 per year ($1,750 per quarter) on each branch office, effective January 1, 2004.
S.B. 8 (20th S.S.) imposes tax of $1.30 per $500 of value on the transfers of real property, effective October 1, 2003.
[14-FY04] S.B.2 and A.B. 4 (20th S.S.) makes changes to the rates and structure of the fees collected from entities filing with the Secretary of State's office, effective September 1, 2003 for Securities and UCC fee increases and November 1, 2003 for changes to commercial recording fees.

[15-FY04] S.B. 428 (2003 Session) increases real estate salesman, broker-salesman, and brokers licensing fees by $20 for an original license and $10 for renewal of license (original and renewal license fee varies depending on type of license), effective July 1, 2003.

[16-FY04] A.B. 493 (2003 Session) established that revenues from fees collected by the Division of Financial Institutions of the Department of Business & Industry will be deposited in a separate fund to pay the expenses related to the operations of the Commissioner of Financial Institutions and th
Division of Financial Institutions, effective January 1, 2004. Previously, the revenues from the fees were deposited in the state general fund.

[17-FY04] A.B. 550 (2003 Session) increased state's portion of the fee for issuing copy of a birth certificate by $2 and fee for issuing copy of death certificate by $1, effective October 1, 2003

[18-FY04] S.B. 504 (2003 Session) transferred the State Printing Division of the Department of Administration to the Legislative Counsel Bureau and all debt to the state general fund was forgiven, effective July 1, 2003.

[19-FY04] Beginning in FY 2004, the portion of the fees collected by the Real Estate Division for Real Estate Testing Fees that belong to the general fund are transferred from Category 28 in BA 3823 to GL 4741 in the General Fund. Previously, the revenue from these fees were reverted to the

general fund at the end of the fiscal year.



GENERAL FUND APPROPRIATION TRENDS

General Fund appropriations over the last eight years have grown from $1.438 billion in
FY 1997-98 to $2.536 billion in FY 2004-05, a 76.4 percent increase. The average annual
growth in General Fund appropriations over this period has been has been 8.5 percent.
The schedule on the following page depicts those appropriations as approved by the
Legislature for the 2003-05 biennium.

The General Fund budget for the current biennium, displayed here graphically, depicts
how the budget was allocated on a functional basis during the 2003-05 biennium.
Education, which received 55.7 percent of state appropriations, has historically
represented the largest responsibility of state government.

TOTAL STATE BUDGET TRENDS

The total legislatively approved state budget, which includes the General Fund, the
Highway Fund, federal funds and other funds available to state agencies, has grown over
the last eight years from $3.7 billion in FY 1997-98 to $6.2 billion in FY 2004-05, a
67.2 percent increase. The average annual increase for this time period has been
7.7 percent after adjusting FY 1997-98 through FY 2000-01 for funding provided to the
State Industrial Insurance System (SIIS) and FY 1999-2000 and FY 2000-01 for the
privatization of EICON (Employer’s Insurance Company of Nevada) and excluding funding
provided for the state’s boards and commissions for FY 1997-98 through FY 2000-01 for
comparison purposes.



NEVADA GENERAL FUND APPROPRIATIONS
LEGISLATURE APPROVES, 2003-05 BIENNIUM

Other Education
University System 0.5%
20.5%

Finance & Education: K-12
Administration 34.7%
1.2%
Public Safety
9.4%
Special Purpose
Agencies
0.2%
Infrastructure
Commerce & Industry 1.0%
1.8% o
Constitutional
Human Services Agencies
27.1% 3.6%
% of
2003-05 BIENNIUM TOTAL

CONSTITUTIONAL AGENCIESA’E $ 176,148,795 3.6%
FINANCE & ADMINISTRATIONB 55,683,454 1.2%

EDUCATION:
UNIVERSITY SYSTEMC $ 989,401,895 20.5%
KINDERGARTEN TO 12TH GRADE $ 1,676,582,947 34.7%
OTHER EDUCATION® $ 25,654,322 0.5%
SUBTOTAL EDUCATION $ 2,691,639,164 55.7%
HUMAN SERVICES $ 1,311,746,350 27.1%
COMMERCE & INDUSTRY $ 85,325,833 1.8%
PUBLIC SAFETY $ 452,677,934 9.4%
INFRASTRUCTURE $ 49,680,105 1.0%
SPECIAL PURPOSE AGENCIESE $ 11,965,813 0.2%
TOTAL $ 4,834,867,448 100.0%

Alncludes $12.5 million in FY 2004 and $15.0 million in FY 2005 for allocation by IFC for collection of new and enhanced General Fund
revenues as approved by the Legislature and approximately $800,000 per year for allocation by IFC for Retired Employee Group Insurance.

B Includes $5.7 million for salary increases for State employees.

€ Includes $45.8 million in FY 2004 and $43.4 million in FY 2005 in appropriation of Estate Tax receipts deposited to the General Fund. FY
2005 includes $8 million for salary increases for employees of the UCCSN and approximately $800,000 per fiscal year for Retired Employees

Group Insurance.

P Other Education includes Commission on Postsecondary Education, WICHE, and Department of Cultural Affairs.

E Reflects transfer of $229,819 from Special Purpose Agencies to Constitutional Agencies for Homeland Security funding.



ol

COMPARISON OF GENERAL FUND OPERATING APPROPRIATIONS
1997-99 Biennium Through 2005-07 Biennium

1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
Function Legislatively Legislatively Legislatively Legislatively Legislatively Legislatively Legislatively Legislatively Governor Governor
Approved * Approved * Approved ™ Approved ™ Approved © Approved © Approved * Approved * Recommends® | Recommends®
Constitutional Agencies $ 46,606,029 | $ 48,501,302 | $ 55,014,710 | $ 55,888,757 | $ 59,973939 | $ 63,193,358 | $ 87,472,806 | $ 88,675,989 | $ 83,512,171 | $ 83,241,003
% of Total 3.2% 3.1% 3.5% 3.4%) 3.2%) 3.1% 3.8% 3.5% 3.0% 2.8
Finance & Administration $ 28,134,114 | $ 39,814,176 | $ 19,853,441 | $ 29,405,686 | $ 41,939,420 | $ 54,558,706 | $ 24,505,634 | $ 31,177,820 | $ 88,240,596 | $ 72,170,694
% of Total 2.0%) 2.6%) 1.3%) 1.8%) 2.2%) 2.7%) 1.1%) 1.299 3.2% 2.5%
Education $ T775775725|$ 844,066,777 |$ 867,550,965 |$ 897,485,467 | $ 1,000,549,556 | $ 1,065398,628 | $ 1,264,657,265| $ 1,426,981,899| $ 1,481,089,462 | $ 1,561,335,905
% of Total 54.0%) 54.3% 55.4% 54.6%0) 53.5% 52.8%0) 55.0%) 56.3% 53.5% 53.0%
Human Services $ 368712420 $ 398740450 $ 379,066,773 |$ 405828871 |$% 498159,712|$ 559,695995|% 627,028394|$ 684,717,956 $ 777,380,220 $ 868,732,006
% of Total 25.6%) 25.6% 24.2% 24.7% 26.6%0] 27.7%) 27.3%) 27.0% 28.1% 29.5%
Public Safety $ 159561,614|$ 165636358|$% 180,031,613|$ 190,883315|$ 201,589,367 | $ 207,387,787 |$ 221,047,364 $ 231630570|$ 252245398 |$ 273,666,523
% of Total 11.1% 10.6% 11.5% 11.6% 10.8% 10.3% 9.6% 9.19% 9.1% 9.3%
Commerce & Industry $ 34,814,991 | $ 35481,043 | $ 38,520,338 | $ 38,875,828 | $ 39,889,056 | $ 40,183,137 | $ 42,734,818 | $ 42,591,015 $ 50,965,148 | $ 50,435,084
% of Total 2.4%) 2.3%) 2.5%) 2.4%) 2.1%) 2.0%) 1.9%) 1.79% 1.8%) 1.79%9
Infrastructure $ 21,652,182 | $ 20,833,565 | $ 22,356,758 | $ 20,894,719 | $ 21,532,651 | $ 21,615919| $ 25,160,142 | $ 24,519,963 | $ 28,552,098 | $ 27,647,444
% of Total 1.5% 1.3% 1.4% 1.3%) 1.2% 1.1% 1.19% 1.0%9 1.0% 0.9%
Special Purpose Agencies | $ 2,292,888 | $ 2,284,659 | $ 3126,075| $ 5264452 | $ 6,971,421 | $ 6,589,862 | $ 6,006,478 | $ 5959335 $ 6,269,016 | $ 6,534,756
% of Total 0.2% 0.1% 0.2% 0.3%) 0.4%) 0.3% 0.3% 0.2% 0.0 0.0
Total General Fund $ 1437,549,963 | $ 1555358330 | $ 1,565,520,673|$ 1,644,527,095|$ 1,870,605122 | $ 2,018,623,392 | $ 2,298,612,901 | $ 2,536,254,547 | $ 2,768,254,109 | $ 2,943,763,415
% of Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
% Increase 8.6% 8.2% 0.7% 5.0%9 13.7%) 7.9%) 13.9%) 10.3% 9.1% 6.3%9
% of Total State Budget 38.6% 40.4% 39.0% 39.6% 38.6% 39.0% 39.0% 40.79%9 41.1% 41.7%9
Total State Budget
(All Funds) $ 3,728,300,909 | $ 3,851,032,255| $ 4,014,770,358 | $ 4,150,608,591 | $ 4,849,386,818 | $ 5,180,690,334 | $ 5,895,609,624 | $ 6,232,856,981 $6,742,601,604]  $7,064,029,115
NOTES:

1. The amount for Finance and Administration in the 1997-99 biennium included $11.4 million in FY 1997-98 and $21 million in FY 1998-99 in Salary Adjustment Funds.

2. The amount for Finance and Administration in the 1999-01 biennium included $78,979 in FY 1999-00 and $8.4 million in FY 2000-01 in Salary Adjustment Funds.
3. The amount for Finance and Administration in the 2001-03 biennium included $23.6 million in FY 2001-02 and $34.2 in FY 2002-03 in Salary Adjustment Funds.
4. The Total State Budget is Net of Inter-Agency Transfers.
5. The Total State Budget includes the following adjustments for comparison with recommendations in The Executive Budget for the 2005-07 biennium.:
a. Excludes funding provided for the State Industrial Insurance System (SIIS) for fiscal years 1995-96 through 2000-01 to reflect the privatization of the Employer’s Insurance Company of Nevada (EICON).
b. Excludes funding provided for the state’s boards and commissions for fiscal years 1995-96 through 2000-01.



Comparison of General Fund Operating Appropriations
1997-99 Biennium Through 2005-07 Biennium
Notes to Preceding Table

% Source: Legislative Appropriations Report; Sixty-Ninth Legislature. Includes the following

adjustments:
Constitutional Agencies
Finance & Administration
Education
Education
Human Services
Public Safety
Commerce and Industry
Infrastructure

$19,663
$165,000
$12,298,402
$38,459,502
($564,371)
$387,307
$203,403
$13,918

Supplementals; 1999 Legislature
Supplementals; 1999 Legislature

DSA Transfer from FY 1999 to FY 1998
Supplementals; 1999 Legislature

DCFS Transfer from FY 1998 to FY 1999
Supplementals; 1999 Legislature
Supplementals; 1999 Legislature
Supplementals; 1999 Legislature

P Source: Legislative Appropriations Report; Seventieth Legislature. Includes the following

adjustments:
Constitutional Agencies

Constitutional Agencies

Constitutional Agencies
Finance & Administration

Education
Education
Human Services

Human Services
Human Services

Human Services

Human Services

Public Safety

Commerce and Industry
Infrastructure

Special Purpose Agencies

$16,987
$81,793

$330,704
$525,000

($715,665)
$80,681
($10,000)

($1,796,931)
($296,135)

$595,194

$3,179,817
$8,993
$21,963
$40,181
($250,098)

Attorney General Special Fund Transfer from FY 2001
to FY 2000

District Court/Spouse Pension Transfer from FY 2001
To FY 2000

Supplementals; 2001 Legislature

Senior Citizens Property Tax Assistance Transfer from
FY 2001 to FY 2000

Proficiency Testing Transfer from FY 2000 to FY 2001
Supplementals; 2001 Legislature

Community Juvenile Justice Transfer from FY 2000 to
FY 2001

UNITY/SACWIS Transfer from FY 2000 to FY 2001
Youth Alternative Services Transfer from FY 2000 to
FY 2001

Youth Community Services Transfer from FY 2001 to
FY 2000

Supplementals; 2001 Legislature

Supplementals; 2001 Legislature

Supplementals; 2001 Legislature

Supplementals; 2001 Legislature

Veteran’s Home Account Transfer from FY 2000 to FY
2001
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C.

Source: Legislative Appropriations Report; Seventy-First Legislature. Includes the following
adjustments:

Constitutional Agencies $610,000 Supplementals; 2003 Legislature

Finance & Administration ($237,492) Budget & Planning Transfer from FY 2002 to FY 2003

Education $43,852,000 DSA Transfer from FY 2003 to FY 2002

Education $74,950,271 Supplementals; 2003 Legislature

Human Services ($721,079) Child Welfare Integration Transfer from FY 2002 to FY
2003

Human Services $65,544 Nevada Check-Up Program Transfer from FY 2003 to
FY 2002

Human Services $209,112 Youth Community Services Transfer from FY 2003 to
FY 2002

Human Services $142,043 Assistance to Aged & Blind Transfer from FY 2003 to
FY 2002

Human Services $16,455,401 Supplementals; 2003 Legislature

Commerce & Industry $50,352 Supplementals; 2003 Legislature

Public Safety $491,050 Outstanding General Fund Advance; Close of FY 2002

Infrastructure $250,000 Outstanding General Fund Advance; Close of FY 2002

Special Purpose Agencies $137,000 Supplementals; 2003 Legislature

d.

e.

Executive Budget for the 2005-07 Biennium:

Source: Legislative Appropriations Report; Seventy-Second Legislature. Amounts shown do
not include Supplemental Appropriations recommended by the Governor in The Executive
Budget for FY 2004-05, but the following adjustments are included:

Constitutional Agencies

Constitutional Agencies

Finance & Administration

Education

Human Services

Special Purpose Agencies

($314,561)

$229,819

($790,257)

($1,161,993)

($2,196,192)

($229,819)

Appropriation moved from FY 2004 to FY 2005:
Secretary of State-HAVA ($299,820) and Ethics
Commission ($14,741)

Amounts for Homeland Security shown in Special
Purpose Agencies at the close of 2003 session are
included in Constitutional Agencies (Governor’s Office):
$118,750 in FY 2004 and $111,069 in FY 2005
Transfer of Department of Administration-Information
Technology Projects from FY 2004 to FY 2005
Transfer Other State Education Programs ($899,374)
and Proficiency Testing ($262,619) from FY 2004 to
FY 2005

Transfer Child Welfare Integration from FY 2004 to

FY 2005

Amounts for Homeland Security shown in Special
Purpose Agencies at the close of 2003 session are
included in Constitutional Agencies (Governor’s Office):
$118,750 in FY 2004 and $111,069 in FY 2005

For display purposes, reflects the Governor’'s Recommended Organizational Changes in The

Constitutional Agencies/
Public Safety

Reflects the transfer of the Homeland Security funding
from the Office of the Governor to the Department of
Public Safety within the Public Safety Functional area
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SECTION Il
GENERAL FUND PROJECTED FUND BALANCE

Senate Bill 23 (1993) established an Economic Forum to forecast state General Fund
revenues for use by all state agencies, the Governor and the Legislature
(NRS 353.226 - NRS 353-229). The Economic Forum must forecast revenues by
December 1 of even-numbered years and revise the forecast by May 1 during the
Legislative Session, if necessary. If either the Governor or the Legislature wants to
appropriate more than what is available pursuant to the official forecast, a revenue
enhancement proposal must be made. The Governor has not recommended any
General Fund revenue enhancements for consideration by the 2005 Legislature.
However, the Governor has recommended the transfer of $7.6 million of existing
General Fund revenues (Unclaimed Property) to the “Unclaimed Property Pledged
Revenue Fund” in each year of the 2005-07 biennium. These funds are intended to
support the issuance of $100 million in bonds for support of “Millennium Scholarships”.

Once the official forecast of state revenues has been completed, an estimate of the
unappropriated General Fund balance (surplus) can be made. The following schedule
displays the General Fund balance as estimated by the Budget Division for fiscal
years 2004-05 through 2006-07. This balance is estimated to be achieved based on the
General Fund revenue projections as provided by the Economic Forum on
December 1, 2004, (increase of $172.7 million for FY 2004-05 from the May 1, 2003,
projections and the amount approved by the 2003 Legislature and subsequent special
sessions) and reversions in FY 2004-05 totaling $199.7 million as follows:

From ongoing appropriations - $37.3 million;

From the Distributive School Account - $137.0 million;
From the Welfare Division - $18.1 million; and,

From the Interim Finance Committee - $7.3 million.

Reversions for FY 2005-06 and FY 2006-07 are projected by the Budget Division to be
$55.3 million and $88.4 million, respectively. The Budget Division advises these
projections are predicated on 2 percent of the ongoing appropriations for FY 2005-06
and 3 percent for FY 2006-07.

The projected General Fund balance, before any legislative action, on June 30, 2005, is
projected to be $512.8 million. Pursuant to NRS 353.213, the recommended budget
must provide for a reserve of not less than 5 percent or more than 10 percent of the
total of all proposed ongoing appropriations from the state General Fund. Based on this
statute, the ending fund balance for FY 2004-05 requires a minimum reserve of
$126.8 million (5 percent); this results in $386 million available for appropriation in
FY 2004-05 by the 2005 Legislature. Under the proposed budget, the balance would
decrease from $221.2 million on June 30, 2004, to $151.9 million on June 30, 2007
(minimum 5 percent reserve would be $147.2 million).
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STABILIZATION FUND (NRS 353.288)

In 1991, the Legislature created the Fund to Stabilize Operations of State Government
(rainy day fund) to help stabilize the budget. The idea was to create a state trust fund
which could be funded during good times and accessed in a fiscal emergency. The
concept of the trust fund is relatively simple. When the state General Fund surplus
reaches a certain threshold at the end of a fiscal year, a portion of the excess is to be
held in trust to help the state through financial emergencies. The conditions under
which monies held in trust can be expended are tightly defined in law (NRS 353.288)
and require concurrence of both the Legislature and the Governor. The
2003 Legislature approved A.B. 259 which provided for the transfer of $135 million from
the rainy day fund to the state General Fund. Following this transfer, approximately
$1.3 million remained in the rainy day fund.

The statutory provisions governing the Fund to Stabilize the Operation of State
Government were amended in the approval of S.B. 8 by the 20™ Special Session.
Effective in FY 2003-04, the threshold for transferring funds to the rainy day fund was
reduced from 10 percent to 5 percent of all appropriations made from the state General
Fund for the operation of all departments, institutions and agencies of State
Government and for the funding of schools. This legislation also increased the
maximum limit on the fund from 10 percent of annual General Fund appropriations to
15 percent of annual General Fund appropriations.

At the close of FY 2003-04, surplus General Funds exceeded the revised threshold of
5 percent and, pursuant to the law, the Controller transferred two-fifths (40 percent) of
the excess to the rainy day fund. The actual transfer following the close of FY 2003-04
was $70.6 million. The remaining three-fifths (60 percent) of the excess remained in the
General Fund. Pursuant to section 185.9 of S.B. 8 as approved by the 20" Special
Session, the Interim Finance Committee at their January 12, 2005, meeting,- approved
a $50 million contingent appropriation to the rainy day fund. This contingent
appropriation was approved based upon the revenue estimates provided by the
Economic Forum at their meeting on December 1, 2004. Prior to actions by the 2005
Legislature, the balance of the rainy day fund is $121.9 million; 4.8 percent of operating
appropriations for FY 2004-05 (includes recommended supplemental appropriations of
$17 million for FY 2004-05).

The Executive Budget recommends $71 million be allocated to the rainy day fund from
the state General Fund over the 2005-07 biennium ($3 million in FY 2005-06 and
$68 million in FY 2006-07). In addition, since the ending General Fund balance as
projected in The Executive Budget exceeds 5 percent, statutory transfers to the rainy
day fund are anticipated of approximately $1.8 million in FY 2004-05 and $3.1 million in
both fiscal years 2005 -06 and 2006-07. The Executive Budget estimates the balance
of the rainy day fund, at the close of FY 2006-07, to be $201 million; this is
approximately 6.8 percent of the recommended operating appropriations for
FY 2006-07.
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STATEMENT OF PROJECTED UNAPPROPRIATED
GENERAL FUND BALANCE - FISCAL YEARS 2005-07 - GOVERNOR RECOMMENDS

Unappropriated Balance July 1, 2004 * $ 221,240,754
Projected Revenues FY 2004-05 - Economic Forum December 1, 2004 2,637,249,565
Deposit Estate Tax Revenue in General Fund - UCCSN 43,398,297
Projected General Fund Reversions 199,720,000

Total Funds Available $ 3,101,608,616
Less Appropriations:

@D P B

FY 2004-05 Operating Appropriations $ (2,531,791,544)

Appropriations Transferred Between Fiscal Years $ (4,463,003)

Contingent Appropriations Approved by January 12, 2005 IFC $ (50,350,000)

Cost of the 21st Special Session $ (250,000)
Total FY 2004-05 Appropriations Before Legislative Action $ (2,586,854,547)
Transfer to Disaster Relief Account $ (2,000,000)
Total Estimated General Fund Balance July 1, 2005* $ 512,754,069
Statutory 5% Minimum Required Fund Balance (NRS 353.213) $ 126,812,727

" Subject to reconciliation with the Controller's Annual Report. Does not include $71,950,806 in the Stabilization Fund (Rainy Day Fund).

Estimated General Fund Balance Before Legislative Action

Projected Revenues FY 2005-06 - Economic Forum December 1, 2004 $ 2,793,399,380
Projected Reversions FY 2005-06 $ 55,340,000
Transfer to Disaster Relief Account $ (2,000,000)
Total Estimated Revenues & Reversions FY 2005-06 $  2,846,739,380
Projected Revenues FY 2006-07 - Economic Forum December 1, 2004 $  2,963,425,747
Projected Reversions FY 2006-07 $ 88,370,000
Transfer to Disaster Relief Account $ (2,000,000)
Total Estimated Revenues & Reversions FY 2006-07 $  3,049,795,747
Estimated Unappropriated Balance July 1, 2007 Before Legislative Action b- $  6,409,289,196

" Does not include $121,950,806 in the Stabilization Fund (Rainy Day Fund).

Recommended General Fund Appropriations Before the 73rd Nevada Legislature
FY 2004-05 Restore Fund Balances $ (19,000,000)

FY 2004-05 Supplemental Appropriations $ (17,024,938)
FY 2004-05 One-Shot Appropriations $ (27,155,934)
Tax Rebate $ (300,000,000)
Estimated Cost of the 73rd Legislative Session $ (17,500,000)
Transfer to Stabilization Fund © $ (1,763,690)
FY 2004-05 Recommended Appropriations/Transfer $ (382,444,562)
FY 2005-06 Operating Appropriations $ (2,768,254,109)
FY 2005-06 Appropriation to Stabilization Fund $ (3,000,000)
FY 2005-06 Appropriation for Capital Improvement Projects $ (52,000,000)
Transfer to the Unclaimed Property Pledged Revenue Fund $ (7,600,000)
Transfer to Stabilization Fund © $ (3,112,829)
FY 2005-06 Recommended Appropriations/Transfer $ (2,833,966,938)
FY 2006-07 Operating Appropriations $ (2,943,763,415)
FY 2006-07 Appropriation to Stabilization Fund $ (68,000,000)
Transfer to the Unclaimed Property Pledged Revenue Fund $ (7,600,000)
Estimated Cost of the 74th Legislature $ (18,500,000)
Transfer to Stabilization Fund © $ (3130444
FY 2005-06 Recommended Appropriations/Transfer $ (3,040,993,859)
Estimated Unappropriated Balance July 1, 2007 o $ 151,883,837
Statutory 5% Minimum Required Fund Balance (NRS 353.213) $ 147,188,171

“ NRS 353.288 requires 40% of ending fund balance in excess of 5% of operating appropriations be transferred to Stabilization Fund.
“ Does not include $200,957,768 in the Stabilization Fund (Rainy Day Fund).
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SECTION I
TAX OVERVIEW

This section reviews the major tax policy changes approved by the Legislature each
session since 1995. Summaries of tax policy changes back to 1979 are included in the
Revenue Reference Manual available from the Fiscal Analysis Division.

1995 SESSION

Proposals in The Executive Budget and actions during the Legislative Session were, for
the first time, predicated on the General Fund revenue projections of the Economic
Forum. With the expected opening of several major casinos during the
1995-97 biennium, the revenue forecast was optimistic and The Executive Budget was
fully funded by the existing revenue structure.

After identifying reduced caseload projections for Medicaid and Aid to Dependent
Children programs and an upward revised Economic Forum forecast, the Legislature
was able to stray from the status quo revenue plan submitted by the Governor. These
modifications included delaying the prepayment of the insurance premium tax and
adoption of several tax exemptions contingent on voter approval and tax incentives for
economic development. Voters subsequently approved sales tax exemptions for
orthotic equipment and supplies and for sales by charitable organizations.

The Legislature also eliminated the prepayment of taxes on the net proceeds of
minerals, but designed the plan to minimize any revenue loss. Also approved was a
measure to move the collection of the tax on diesel fuel to the terminal-rack level. This
bill ultimately resulted in a substantial increase in revenues for the Highway Fund
because of simplified enforcement and increased compliance. The Legislature
approved no tax increases and only a few fee increases.

Among local government revenue issues, one of the most hotly debated was a bill that
allows new urban towns within Clark County to share in revenues from the
Supplemental City/County Relief Tax (SCCRT) and motor vehicle privilege tax.
Because these two taxes provide fixed amounts of revenue each year, the effect of the
legislation is to transfer resources from the five cities in Clark County to the county
government whenever a new urban town is established.

1997 SESSION

Within a backdrop of national prosperity marked by the lowest inflation, unemployment
rates and federal budget deficits since the 1960s, the state revenue forecasts produced
by the Economic Forum were strong. Another factor tempering support for tax changes
was a new constitutional provision adopted through voter initiative that requires a
two-thirds approval of both houses of the Legislature to increase any tax or fee. As a
result, the General Fund portion of The Executive Budget once again contained no
major tax proposals.
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After realizing The Executive Budget included most of the one-time revenue from the
prepayment of the insurance premium tax in the ending fund balance for the second
year of the biennium, the Legislature approved legislation to repeal the prepayment.
This legislation, which required taxes to be paid on actual premium volume rather than
prior year activity, produced a net reduction of $50 million in the ending fund balance.

Much of the Legislature’s work on taxes during the 1997 session involved issues
important to local governments. One of its most significant actions was to approve a
plan developed by an interim committee to pool local government revenue from six
different revenue sources at the county level and to distribute those revenues to eligible
local governments within the county based on a formula tied to inflation and the growth
in population and assessed valuation. The Legislature further ratified the work of the
interim committee by reauthorizing it as a statutory committee through July 1, 2001.

The Legislature authorized Clark County to impose a ¥4 percent sales tax for additional
water delivery and wastewater facilities and extended the additional sales tax authority
to other counties for their particular infrastructure needs. To provide additional funding
for the rapidly growing school population in Clark County, the Legislature approved an
additional 1 percent room tax, redirected a 5/8 percent room tax from the convention
and visitors authority, and increased the real property transfer tax by 60 cents per $500
of value and earmarked the revenue for school infrastructure.

1999 SESSION

General Fund revenue collections during the 1997-99 biennium were disappointing and
came in below the Economic Forum forecast produced in April 1997. Nevertheless,
The Executive Budget contained no significant revenue enhancements for the third
consecutive budgetary cycle.

The Legislature approved the two minor General Fund revenue changes that were
included in the Governor's proposals. First, about $2.6 million of revenue that had
accrued in the permanent net proceeds fund was redirected to the General Fund in
FY 1998-99. Also, the permanent net proceeds allocation was eliminated in future
years with the formerly earmarked proceeds going to the General Fund. The latter
change increased net proceeds revenue for the General Fund by about $700,000 in
each year of the biennium. The second change set the General Fund commission for
the collection of local sales taxes at 0.75 percent rather than 0.5 percent, adding about
$7.5 million to the state General Fund and reducing local government and school
revenues by a like amount during the biennium.

Only a handful of bills that affect state revenue collections were approved in 1999.
These included the transfer, effective January 1, 2002, of the collection of the gasoline
tax to the Department of Motor Vehicles and a change in the collection point of that tax
to the terminal-rack level. Other bills approved make it easier for Nevadans to purchase
wine for personal consumption directly from out-of-state wineries, outlaw the sale of
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cigarettes in Nevada that were produced for export to another country and then
re-imported into the U.S., and require cigarette manufacturers who have not signed the
master settlement agreement to put money into an escrow account based on the
number of cigarettes they sell in Nevada.

The Legislature also passed a number of bills affecting the revenues of local
governments. Included were more than ten bills recommended by the statutory
committee on the distribution of local government revenue that was created in the
previous session. One of these bills standardized the criteria for tax abatements for
economic development. Another bill from the statutory committee allows the $3.64
property tax rate cap to be exceeded in certain jurisdictions under very limited
circumstances. A third committee bill prohibits a local government from “buying down”
the tax rate of another local government to bring the combined tax rate in that local
government within the statutory rate cap. Other important legislation increased the
room tax in Washoe County to improve convention and visitor facilities, and revised the
property and sales tax exemptions for the public display of fine art.

2001 SESSION

The 2001 session convened with clouds across the economic horizon. Stock values
had been dropping, most severely in the high-tech sector, and various economic
measures indicated a national recession was a strong possibility. In addition, an energy
shortage in California threatened to adversely affect the economies of western states.

The modest General Fund revenue increases forecasted by the Economic Forum were
used to fully fund the Governor's budget proposals. No General Fund revenue
increases were proposed, although the Legislature adopted two non-General Fund
revenue enhancements included in The Executive Budget. The first, A.B. 134,
increases fraud assessments on insurers. The bill produces about $359,500 in
additional revenue annually, of which $263,000 is used to fully fund the Attorney
General’s Insurance Fraud Unit. The remaining additional revenue is used to replace a
portion of General Fund support for insurance regulation. The second measure,
A.B. 199, doubles the trout stamp fee to $10. The additional revenue is used to repay
$3.5 billion in bonds to be issued to rehabilitate fish hatcheries.

The modest General Fund revenue forecast used in The Executive Budget ultimately
proved too optimistic. The Economic Forum’s May 1 revisions reduced projected
General Fund revenues by $87 million during the 2001-03 biennium. After receiving the
reduced revenue numbers, the Legislature approved three General Fund revenue
enhancements to replace approximately $65 million of that “shortfall” over the biennium.

The bills providing revenue increases included A.B. 77 and S.B. 489, which shortened
the period that certain property is considered unclaimed and remitted to the state.
These bills were expected to produce an estimated one-time increase in revenues of
approximately $8.3 million in FY 2001-02. Senate Bill 577 was designed to provide an
additional $29 million during the biennium through increases in a variety of fees on
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business transactions handled through the Secretary of State’s office. Finally, A.B. 460
was designed to increase the state’s share of the car rental fees to a full 6 percent rate
and provide for quarterly rather than annual payment of those fees, generating an
additional $27.5 million for the state General Fund during the 2001-03 biennium.

Because of concerns over the state’s long-term revenue picture, the Legislature
approved A.C.R. 1 during the 17" Special Session. This resolution created a
Governor's Task Force on Tax Policy in Nevada to review state revenues during the
interim. The 2001 Legislature and the 17" Special Session also approved a number of
bills affecting local government finances, including several that contained
recommendations from the Legislative Committee Studying the Distribution of Revenue
among Local Governments (S.B. 253 of the 1997 Legislative Session). One of those
bills, S.B. 557, extended the authority of the Committee through June 30, 2005, and
renamed it the Legislative Committee for Local Government Taxes and Finance to
better recognize the Committee’s areas of study.

In addition to the bills affecting state revenues and local government finances, the
Legislature also approved numerous technical tax law changes and continued to revise
tax exemptions in 2001.

2003 SESSION AND 20™ SPECIAL SESSION

During the 2001-03 Interim, the Governor's Task Force on Tax Policy in Nevada (Task
Force), created by the 17" Special Session, conducted a study of the state’s revenue
and expenditure structure. The Task Force was created principally to examine the
state’s long-term revenue needs with regard to the potential for the state’s revenue
growth to not keep pace with the growth in population and inflation. The Task Force’s
proposed solution to the state’s revenue structure was brought forward for the
Legislature’s consideration in A.B. 281 during the 2003 regular session.

Using the Task Force's recommendations as a template, The Executive Budget for the
2003-05 biennium proposed tax increases and other revenue changes to support the
Governor's recommended budget for the 2003-05 biennium and future biennia.
Included in the proposal were increases in the cigarette, liquor and business license
taxes and Secretary of State and restricted slot fees. These new revenues were
recommended to take effect April 1, 2003, to help balance the FY 2002-03 budget and
to partially replenish the state’s stabilization fund.

Continuation of the tax and fee increases recommended for FY 2002-03, and proposals
to adopt an annual business license fee and a transactions tax on non-participatory
amusement activities and several minor revenue changes were designed to support
the FY 2003-04 budget recommended in The Executive Budget. To finance the
recommended FY 2004-05 spending amount, revenues were to be further
supplemented with a statewide property tax of 15 cents per $100 of assessed valuation.

The Governor’s budget also requested the 2003 Legislature to approve a gross receipts
tax on businesses and increase the top gaming tax rate combined with a reduction in
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the business license tax to support the budget beginning with the 2005-07 biennium and
beyond. The enactment of a gross receipts tax was a key component of the revenue
recommendations made by the Governor’s Task Force on Tax Policy in Nevada.

In May 2003, the Economic Forum forecasted modest increases of 4.5 and 5.0 percent
in General Fund revenues for FY 2003-04 and FY 2004-05, respectively, from a
FY 2002-03 base that was considerably reduced from the Forum’'s May 2001
projections. With these revised forecasts, overall revenue growth would remain far
below the combined effects of population growth and inflation since FY 2000-01. The
Executive Budget proposal and various alternative revenue enhancement plans to
support the Governor’'s budgetary recommendations proved to be the most debated and
controversial issue for the Legislature, not only during the 72" Regular Session, but
through the 19" and 20™ Special Sessions, as well.

The revenue package to support the General Fund appropriations was ultimately
adopted at the conclusion of the 20" Special Session of the Nevada Legislature, which
ended on July 22, 2003. The three bills approved to raise revenue, A.B. 4, S.B. 2, and
S.B. 8, included several of the elements contained in the revenue proposal submitted in
January 2003 by the Governor. Nevertheless, the final funding plan also differed from
the Governor’s revenue proposal in many important details.

One of the Governor’s proposals that was not approved by the Legislature was bridge
revenues to help balance the FY 2002-03 budget. Instead, the Legislature approved
the transfer of $135 million from the Rainy Day Fund, which represented almost the
entire balance of the fund and $85 million more than was recommended by the
Governor. The increases in cigarette and liquor taxes and restricted slot fees
recommended by the Governor to take effect in April 2003 were included in S.B. 8, but
their effective dates were delayed by more than three months because the bill was not
approved until July 22, 2003.

Senate Bill 8, which encompasses more than 90 percent of the revenue package,
includes the annual business license fee and a live entertainment tax. The Governor’'s
proposals for a state property tax and a gross receipts tax were not adopted. In their
place, the revenue needs for the 2003-05 biennium and future biennia were met with a
combination of a real property transfer tax, a modified business tax and a larger gaming
tax increase than was proposed by the Governor. The enactment of a modified
business tax, in the form of a payroll tax with a special higher rate on financial
institutions and a deduction for costs of providing health insurance coverage for
employees, also resulted in the repeal of the state business license tax.

The remaining two bills, A.B. 4 and S.B. 2, provided additional revenue over the
2003-05 biennium through reductions in tax payment and collection allowances for
liquor, cigarette, other tobacco and sales taxes, and higher fees on commercial
recordings and securities collected through the Secretary of State’s office.
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The table on the following page presents a summary of the tax changes approved in
S.B. 2, S.B. 8, and A.B. 4 during the 20" Special Session.
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SECTION IV
GENERAL FUND APPROPRIATIONS AND TOTAL BUDGET

On January 24, 2005, Governor Kenny Guinn transmitted his 2005-07 Executive Budget
to the 73rd Nevada Legislature. The budget includes recommendations for a capital
improvement program, supplemental and special “one-shot” appropriations, as well as
operating appropriations and authorizations for fiscal years 2005-06 and 2006 -07.

The Governor's recommended budget includes approximately $5.7 billion in General
Fund operating appropriations for the 2005-07 biennium, approximately $450 million in
special “one-shot” appropriations, $17 million in supplemental appropriations, and
$19 million to restore certain fund balances, bringing the total recommended General
Fund appropriations to nearly $6.2 billion. Recommended on-going (operating)
appropriations increase from $4.83 billion for the 2003-05 biennium to $5.71 billion, a
18.1 percent increase.

After adjusting for interagency transfers, appropriations and authorizations for new
spending for the 2005-07 biennium from all revenue sources totals $13.8 billion which
compares to the $12.1 billion approved by the 2003 Legislature. This represents a
14.2 percent increase in total funding recommended for the 2005-07 biennium
compared to the 2003-05 biennium.

The schedules that follow contain all of the appropriations recommended by the
Governor for the 2005-07 biennium. Also included is a “pie chart” which illustrates the
proposed distribution of General Fund appropriations among the various governmental
functions.

Following are summaries and schedules, which reflect the proposed spending in the
Governor's budget. Included is a “Source of Funds Summary” which compares the
proposed operating appropriations and authorizations for the 2005-07 biennium with the
current biennium by funding source, a list of proposed supplemental appropriations for
the current year, a list of “one-shot” or one-time appropriation requests and the
Governor’s proposed capital improvement program.
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Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 04 2004 - 05 2005 - 06 % 2006 - 07 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
GENERAL FUND 83,786,380 88,675,989 83,512,171 -5.82 83,241,003 -.32
BALANCE FORWARD -24,383,828 82,533,731 57,056,914 -30.87 65,131,467 14.15
FEDERAL FUND 5,070,926 23,416,882 4,574,155 -80.47 4,344,079 -5.03
HIGHWAY FUND 168,368 169,450 2,500 -98.52 2,500
INTER AGENCY TRANSFER 105,365,488 114,476,644 119,781,480 4.63 116,210,760 -2.98
INTERIM FINANCE 8,075 1,787,532
OTHER FUND 253,992,260 234,972,060 277,002,147  17.89 280,708,710  1.34
TOTAL-CONSTITUTIONAL AGENCIES 424,007,669 546,032,288 541,929,367 -75 549,638,519 1.42
Less: INTER AGENCY TRANSFER 105,365,488 114,476,644 119,781,480 4.63 116,210,760 -2.98
NET-CONSTITUTIONAL AGENCIES 318,642,181 431,555,644 422,147,887  -2.18 433,427,759  2.67
FINANCE & ADMINISTRATION
GENERAL FUND 23,316,568 31,177,820 88,240,596 183.02 72,170,694 -18.21
BALANCE FORWARD -2,424,377 29,389,272 30,582,792 4.06 40,594,130 32.74
FEDERAL FUND 3,481,667 3,183,460 3,675,197 1545 3,342,369 -9.06
HIGHWAY FUND 1,828,245 6,620,162 8,377,526  26.55 12,255,055 46.28
INTER AGENCY TRANSFER 94,703,830 111,160,386 94,508,817 -14.98 96,709,912  2.33
INTERIM FINANCE 3,932,498
OTHER FUND 25,637,511 34,441,964 39,354,682  14.26 41,090,014  4.41
TOTAL-FINANCE & ADMINISTRATION 150,475,942 215,973,064 264,739,610 22.58 266,162,174 .54
Less: INTER AGENCY TRANSFER 94,703,830 111,160,386 94,508,817 -14.98 96,709,912  2.33
NET-FINANCE & ADMINISTRATION 55,772,112 104,812,678 170,230,793 62.41 169,452,262 -.46

EDUCATION

GENERAL FUND

BALANCE FORWARD
FEDERAL FUND

INTER AGENCY TRANSFER
INTERIM FINANCE

OTHER FUND

TOTAL-EDUCATION
Less: INTER AGENCY TRANSFER

NET-EDUCATION

1,261,583,495 1,426,981,899 1,481,089,462 3.79 1,561,335,905 5.42
-18,047,120 53,656,032 667,446 -98.76 474,331 -28.93
264,155,430 306,684,756 277,433,317 -9.54 283,719,265 227

7,819,653 9,313,736 20,229,694 117.20 29,713,381 46.88
8,947,368 456,926
258,069,546 285,852,124 279,883,392 -2.09 298,277,398  6.57
1,782,528,372 2,082,945,473 2,059,303,311 -1.14 2,173,520,270  5.55
7,819,653 9,313,736 20,229,694 117.20 29,713,381 46.88
1,774,708,719 2,073,631,737 2,039,073,617  -1.67 2,143,806,889 5.14
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FISBU510SF

Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 04 2004 - 05 2005 - 06 % 2006 - 07 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
HUMAN SERVICES
GENERAL FUND 600,937,704 684,717,956 777,380,220 13.53 868,732,006 11.75
BALANCE FORWARD -5,575,260 61,199,651 43,163,324 -29.47 40,699,942 -5.71
FEDERAL FUND 992,540,964 1,087,770,507 1,124,685,596 3.39 1,190,607,218 5.86
INTER AGENCY TRANSFER 224,249,868 253,429,670 248,661,689 -1.88 272,979,223  9.78
INTERIM FINANCE 364,609 520,000
OTHER FUND 193,585,923 195,541,675 191,667,858 -1.98 202,739,869 5.78
TOTAL-HUMAN SERVICES 2,006,103,808 2,283,179,459 2,385,558,687 4.48 2,575,758,258  7.97
Less: INTER AGENCY TRANSFER 224,249,868 253,429,670 248,661,689  -1.88 272,979,223  9.78
NET-HUMAN SERVICES 1,781,853,940 2,029,749,789 2,136,896,998 5.28 2,302,779,035 7.76
COMMERCE & INDUSTRY
GENERAL FUND 38,093,809 42,591,015 50,965,148  19.66 50,435,084 -1.04
BALANCE FORWARD 19,427,720 39,061,848 42,080,927 7.73 44,268,130 5.20
FEDERAL FUND 12,967,597 16,465,118 10,396,980 -36.85 10,400,963 .04
HIGHWAY FUND 2,121,615 2,136,959 2,201,799 3.03 2,249,138 215
INTER AGENCY TRANSFER 15,183,585 13,426,191 15,907,592 18.48 16,553,786  4.06
INTERIM FINANCE 1,797 35,160
OTHER FUND 95,220,883 95,249,000 107,496,060 12.86 109,782,716  2.13
TOTAL-COMMERCE & INDUSTRY 183,017,006 208,965,291 229,048,506 9.61 233,689,817  2.03
Less: INTER AGENCY TRANSFER 15,183,585 13,426,191 15,907,592  18.48 16,553,786  4.06
NET-COMMERCE & INDUSTRY 167,833,421 195,539,100 213,140,914 9.00 217,136,031 1.87
PUBLIC SAFETY
GENERAL FUND 209,141,930 231,630,570 252,245,398 8.90 273,666,523  8.49
BALANCE FORWARD 2,214,740 11,846,768 9,148,177 -22.78 11,512,289 25.84
FEDERAL FUND 28,397,136 97,631,300 27,077,083 -72.27 26,320,245 -2.80
HIGHWAY FUND 79,393,858 103,119,247 108,633,548 5.35 102,905,468 -5.27
INTER AGENCY TRANSFER 28,029,435 35,650,088 52,072,978  46.07 58,268,986 11.90
INTERIM FINANCE 8,137 507,533
OTHER FUND 103,974,943 118,717,783 120,061,326 1.13 128,494,351  7.02
TOTAL-PUBLIC SAFETY 451,160,179 599,103,289 569,238,510 -4.98 601,167,862  5.61
Less: INTER AGENCY TRANSFER 28,029,435 35,650,088 52,072,978  46.07 58,268,986 11.90
NET-PUBLIC SAFETY 423,130,744 563,453,201 517,165,532  -8.21 542,898,876  4.98
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Nevada Legislative Counsel Bureau

FISBU510SF Source of Funds Summary
2005 - Fiscal Report
2003 - 04 2004 - 05 2005 - 06 % 2006 - 07 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
INFRASTRUCTURE
GENERAL FUND 23,384,066 24,519,963 28,552,098 16.44 27,647,444  -3.17
BALANCE FORWARD -13,031,077 50,214,929 51,696,667 2.95 42,470,537 -17.85
FEDERAL FUND 246,020,494 244,798,833 269,913,767 10.26 270,643,845 .27
HIGHWAY FUND 268,081,583 277,894,824 244,528,882 -12.01 247,666,521 1.28
INTER AGENCY TRANSFER 13,698,208 16,520,167 21,675,556  31.21 24,260,410 11.93
INTERIM FINANCE 15,504,727 303,619
OTHER FUND 187,639,882 660,477,839 524,437,727 -20.60 531,162,131 1.28
TOTAL-INFRASTRUCTURE 741,297,883 1,274,730,174 1,140,804,697 -10.51 1,143,850,888 .27
Less: INTER AGENCY TRANSFER 13,698,208 16,520,167 21,675,556  31.21 24,260,410 11.93
NET-INFRASTRUCTURE 727,599,675 1,258,210,007 1,119,129,141 -11.05 1,119,590,478 .04
SPECIAL PURPOSE AGENCIES
GENERAL FUND 5,682,011 5,959,335 6,269,016 5.20 6,534,756  4.24
BALANCE FORWARD -42,390,153 47,007,889 52,499,502 11.68 57,494,467  9.51
FEDERAL FUND 9,260,786 13,670,375 16,157,708 18.20 16,992,802  5.17
INTER AGENCY TRANSFER 181,498,571 219,446,404 376,460,717  71.55 398,717,071 5.91
OTHER FUND 47,407,533 49,507,454 71,182,833 43.78 75,117,619  5.53
TOTAL-SPECIAL PURPOSE AGENCIES 201,458,748 335,591,457 522,569,776  55.72 554,856,715 6.18
Less: INTER AGENCY TRANSFER 181,498,571 219,446,404 376,460,717 71.55 398,717,071 5.91
NET-SPECIAL PURPOSE AGENCIES 19,960,177 116,145,053 146,109,059 25.80 156,139,644  6.87
STATEWIDE SUMMARY:
GENERAL FUND 2,245,925,963 2,536,254,547 2,768,254,109 9.15 2,943,763,415 6.34
BALANCE FORWARD -84,209,355 374,910,120 286,895,749 -23.48 302,645,293 5.49
FEDERAL FUND 1,561,895,000 1,793,621,231 1,733,913,803  -3.33 1,806,370,776  4.18
HIGHWAY FUND 351,593,669 389,940,642 363,744,255  -6.72 365,078,682 37
INTER AGENCY TRANSFER 670,548,638 773,423,286 949,298,523 22.74 1,013,413,529 6.75
INTERIM FINANCE 28,767,211 3,610,770
OTHER FUND 1,165,528,481 1,674,759,899 1,611,086,025 -3.80 1,667,372,808 3.49
TOTAL STATEWIDE 5,940,049,607 7,546,520,495 7,713,192,464 2.21 8,098,644,503  5.00
Less: INTER AGENCY TRANSFER 670,548,638 773,423,286 949,298,523 22.74 1,013,413,529 6.75
NET STATEWIDE 5,269,500,969 6,773,097,209 6,763,893,941 -14 7,085,230,974  4.75
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NEVADA GENERAL FUND APPROPRIATIONS
GOVERNOR RECOMMENDS, 2005-07 BIENNIUM

Other Education

University System 0.5%

20.3%

Education: K-12

Finance & 32.4%
Administration
2.8%
Public Safety
9.2%
Special Purpose
Agencies Infrastructure
0.2% 1.0%
Commerfz(i Industry Constitut_ional
Agencies
Human Resources 2.9%
28.8%
GOVERNOR RECOMMENDS - 2005-07 BIENNIUM
% of
2005-07 BIENNIUM TOTAL
CONSTITUTIONAL AGENCIES $ 166,753,174 2.9%
FINANCE & ADMINISTRATION? $ 160,411,290 2.8%
EDUCATION:
UNIVERSITY SYSTEM? $ 1,162,014,114 20.3%
KINDERGARTEN TO 12TH GRADE $ 1,852,039,112 32.4%
OTHER EDUCATION? $ 28,372,141 0.5%
SUBTOTAL EDUCATION $ 3,042,425,367 53.3%
HUMAN SERVICES $ 1,646,112,226 28.8%
COMMERCE & INDUSTRY $ 101,400,232 1.8%
PUBLIC SAFETY $ 525,911,921 9.2%
INFRASTRUCTURE $ 56,199,542 1.0%
SPECIAL PURPOSE AGENCIES $ 12,803,772 0.2%
TOTAL $ 5,712,017,524  100.0%

! The Governor Recommends amount for the University System for the 2005-07 Biennium includes $5,388,203 for
payraises for classified employees of the UCCSN, which were included in Finance and Administration in the Governor's
Executive Budget. The Governor Recommends amount includes $16.4 million for payraises for UCCSN professional
staff.

2 Finance & Administration includes $51.0 million recommended by the Governor in The Executive Budget for payraises
for state employees and $43.9 million for various information technology projects (Department of Administration - $20.2
million and Department of Taxation - $23.7 million).

3 Other Education includes Commission on Postsecondary Education, WICHE, and Department of Cultural Affairs.
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GENERAL FUND SUPPLEMENTAL APPROPRIATIONS
GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

DEPARTMENT/ EXECUTIVE BUDGET
DIVISION PURPOSE" FY 2005 | FY 2006 | FY 2007
CONSTITUTIONAL AGENCIES
Ethics Commission |Temporary lease of office space as approved by the Interim Finance Committee. $4,450| |
EDUCATION

Supports costs in the Distributive School Account associated with providing healthcare
Department of Education - DSA subsidies to retired school district employees. $9,645,678
Department of Cultural Affairs Records storage costs for the Nevada State Library. $9,444
Department of Cultural Affairs Funds anticipated operating costs for the Comstock Historic District. $3,037
UCCSN Matching funds for the National Direct Student Loan Program. $1,400
SUBTOTAL - EDUCATION $9,659,559

HUMAN SERVICES
Department of Human Resources - Health |Substance Abuse Prevention and Treatment block grant Maintenance of Effort
Division requirements in the Health Division. $521,620
Department of Human Resources -
MH/DS Division Funds operating costs at emergency hospital annex at Desert Regional Center. $2,730,965
Department of Human Resources -
MH/DS Division Funds anticipated revenue shortfall for Rural Clinics. $483,315
SUBTOTAL - HUMAN SERVICES $3,735,900
COMMERCE AND INDUSTRY
Department of Business and Industry |Athletic Commission position reclassifications. $7,963|
PUBLIC SAFETY
Department of Corrections Funds anticipated operating costs. $2,141,674
Department of Corrections Takeover of Southern Nevada Women's Correctional Facility. $1,352,710
Department of Public Safety Dignitary Protection operating costs. $28,710
SUBTOTAL - PUBLIC SAFETY $3,523,094
INFRASTRUCTURE
Department of Conservation
and Natural Resources Terminal leave costs. $42,460
Department of Conservation

and Natural Resources Tort insurance premiums paid by the Division of Conservation Districts. $36,532

Department of Conservation Brings Joint Funding Agreements with USGS in the Division of Water Resources up-to-
and Natural Resources date. $14,980
SUBTOTAL - INFRSTRUCTURE $93,972
TOTAL GENERAL FUND SUPPLEMENTAL APPROPRIATIONS $17,024,938

* NOTE: "PURPOSE" comments replicate descriptions provided in The Executive Budget, INTRO-14.
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GENERAL FUND ONE-TIME OR SPECIAL APPROPRIATIONS
GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

DEPARTMENT/ EXECUTIVE BUDGET
DIVISION PURPOSE' FY2005 | Fy2006 | FY 2007
CONSTITUTIONAL AGENCIES
Governor's Office Hires contractor to update the state's Energy Assurance Plan per federal guidelines. $125,000
Account for the Governor's Portrait Funds a portrait of the Governor pursuant to NRS 223.121. $20,000
Funds remodeling costs associated with the conversion of two attorney rooms into a
Supreme Court meeting and training room. $20,000
Funds production of out-of-print publications, information technology upgrades,
Legislative Counsel Bureau building improvements, and a State Printing Office emergency generator. $1,557,077
SUBTOTAL - CONSTITUTIONAL AGENCIES $1,722,077
FINANCE AND ADMINISTRATION
Provides funding for a rebate of 2004 vehicle registration fees to a maximum of $300 per
Governmental Services Tax Refund vehicle. $300,000,000
Security enhancements in the Attorney General's Office, the Capitol Building, and the
Department of Administration Supreme Court Building. $447,655
Purchase of 49 additional monthly State Motor Pool vehicles in FY 2006 and five
Department of Administration additional monthly vehicles in FY 2007. $1,100,603
Department of Administration Provides for appropriation necessary to assist the Nevada Prostate Cancer Task Force. $50,000
Supports the Southwest Defense Alliance and Nevada's representative serving on the
Department of Administration Alliance. $50,000
Assists Opportunity Village in the construction of a new Southwest Campus designed to
Department of Administration serve additional Nevadans. $1,000,000
Provides for appropriation to the Nevada Commission for National and Community
Department of Administration Service to match federal funding to promote volunteerism. $365,000
Offsets litigation costs incurred by the Interstate Commission for Adult Offender
Department of Administration Supervision. $3,000
Assists the Nevada Humanities Committee with the operation of the southern Nevada
Department of Administration Office. $200,000
Supports the establishment of a loan/grant pool for rural healthcare providers by the
Department of Administration Nevada Rural Hospital Partners. $1,000,000
Board of Examiners Assists White Pine County in the construction of a new court facility. $8,000,000
Public Works Board Partial funding for the Capital Improvement Program. $52,000,000
SUBTOTAL - FINANCE AND ADMINISTRATION $312,216,258 $52,000,000
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GENERAL FUND ONE-TIME OR SPECIAL APPROPRIATIONS
GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

DEPARTMENT/ EXECUTIVE BUDGET
DIVISION PURPOSE" FY 2005 FY 2006 | FY 2007
EDUCATION
Provides for appropriation to the School of Medicine in support of its partnership with the
Nevada Cancer Institute to expand research, treatment, education, and teaching
UCCSN opportunities in Nevada. $10,000,000
Department of Cultural Affairs Development, renovation, and expansion of the Southern Nevada Railroad Museum. $859,140
W.I.C.H.E. Information technology improvements in accounting system. $67,900
SUBTOTAL - EDUCATION $10,927,040
COMMERCE AND INDUSTRY
Department of Agriculture |Acquisition of equipment for the Bureau of Weights and Measures. $290,000| |
PUBLIC SAFETY
Department of Corrections |Funds 48 replacement vehicles. $1,012,482| |
INFRASTRUCTURE
Department of Conservation and Natural |Funds various purchases necessary to prepare new offices for occupancy (New Building -
Resources Carson City). $462,077
Department of Conservation and Natural
Resources Replenishment of Channel Clearance Account pursuant to NRS 532.220. $250,000
Department of Conservation and Natural
Resources Division of Water Resources litigation costs. $150,000
SUBTOTAL - INFRASTRUCTURE $862,077
SPECIAL PURPOSE AGENCIES
Office of Veteran's Services Funds shelter to protect State-owned vehicles (State Veteran's Home). $126,000
TOTAL GENERAL FUND ONE-TIME AND SPECIAL APPROPRIATIONS $327,155,934 $52,000,000

! NOTE: "PURPOSE" comments replicate descriptions provided in The Executive Budget, INTRO-16.
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HIGHWAY FUND SUPPLEMENTAL APPROPRIATIONS
GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

DEPARTMENT/
DIVISION

PURPOSE*

EXECUTIVE BUDGET

FY 2005 | FY 2006 [ FY 2007

COMMERCE AND INDUSTRY

Department of Motor Vehicles ||Eunds anticipated operating costs in Administrative Services (Credit Card IEees). | $1,7_70,000|

PUBLIC SAFETY

-Department of Public Safety

||Eunds anticipated Highway Patrol operating costs.

$755,414

TOTAL HIGHWAY FUND SUPPLEMENTAL APPROPRIATIONS

$2,525,414

* NOTE: "PURPOSE" comments replicate descriptions provided in The Executive Budget, INTRO-17.

GENERAL FUND APPROPRIATIONS TO RESTORE FUND BALANCES

GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

EXECUTIVE BUDGET

FUND PURPOSE" FY 2005 FY 2006 FY 2007
Fund to Stablize the Operation of
State Government Provides for appropriation to the Rainy Day Fund. $3,000,000 | $68,000,000
Stale Claims Fund Restores and increases the balance to approximately $3,500,000. $3,500,000
Emergency Fund Restores and increases the balance to approximately $500,000. $500,000
Interim Finance Contingency Fund |Restores and increases the balance to approximately $12,000,000. $12,000,000
Statutory Contingency Fund Restores and increases the balance to approximately $3,000,000. $3,000,000
TOTAL GENERAL FUND APPROPRIATIONS TO RESTORE FUND BALANCES $19,000,000 $68,000,000

* NOTE: "PURPOSE" comments replicate descriptions provided in The Executive Budget, INTRO-17.

HIGHWAY FUND APPROPRIATIONS TO RESTORE FUND BALANCES

GOVERNOR RECOMMENDS - 2005 LEGISLATURE
2005-2007 BIENNIUM

EXECUTIVE BUDGET

FUND PURPOSE" FY 2005 FY 2006 FY 2007
Interim Finance Contingency Fund [Restores balance. $2,000,000
TOTAL HIGHWAY FUND APPROPRIATIONS TO RESTORE FUND BALANCES $2,000,000

* NOTE: "PURPOSE" comments replicate descriptions provided in The Executive Budget, INTRO-17.




CAPITAL IMPROVEMENT PROGRAM

The Governor has recommended a Capital Improvement Program (CIP) for the
2005-07 biennium in the amount of $321.9 million. The 2005 program compares to
programs of $218.5 million approved by the 2003 Legislature, $293.7 million approved
by the 2001 Legislature, and $230.9 million approved by the 1999 Legislature. The
Governor recommends supporting the costs of the 2005 program through a General
Fund appropriation of $52 million and the issuance of $224.9 million in General
Obligation Bonds. The Governor's recommended program also includes $24.0 million
in funds provided by the University and Community College System of Nevada
(UCCSN), $400,000 in state agency funds, $1.9 million in Highway Funds, and $13.8
million in federal funds. Additionally, the Governor recommends funding UCCSN
maintenance projects with $5 million from the Special Higher Education Capital
Construction Fund.

The following table provides state funding, other funding, and total funding, with the
percentage of each funding source that is recommended to be received by each state
agency in the Governor’s recommended 2005 Capital Improvement Program:

State % of State Other % of Other Total % of Total
Agency Funding Funding Funding Funding Funding Funding

Univ. & Community
College System $96,138,708] 34.7% $29,001,884] 64.5% $125,140,592]  38.9%
Dept. of Human Resources | $25,278,793 9.1% $0 0.0% $25,278,793 7.8%
Dept. of Conservation &
Natural Resources $703,191 0.2% $0 0.0% $703,191 0.2%
Dept. of Administration $46,961,579] 17.0% $1,243,728 2.8% $48,205,307]  15.0%
Dept. of Motor Vehicles $0 0.0% $974,403 2.2% $974,403 0.3%
Dept. of Public Safety $2,439,059 0.9% $0 0.0% $2,439,059 0.8%
Dept. of Information
Technology $3,268,698 1.2% $0 0.0% $3,268,698 1.0%
Dept. of Corrections $80,217,430] 29.0% $0 0.0% $80,217,430] 24.9%
Dept. of Cultural Affairs $4,859,193 1.7% $0 0.0% $4,859,193 1.5%
Dept. of Agriculture $5,830,615 2.1% $0 0.0% $5,830,615 1.8%
Dept. of the Military $10,529,510 3.8% $13,170,520]  29.2% $23,700,030 7.4%
Dept. of Education $167,981 0.1% $0 0.0% $167,981 0.1%
Office of Veterans' Services $527,184 0.2% $589,731 1.3% $1,116,915 0.3%
TOTAL ALL PROJECTS|$276,921,941] 100.00% | $44,980,266) 100.00% | $321,902,207| 100.00%

The Governor recommends continuing the current property tax rate of $0.16 for debt
service for each year of the 2005-07 biennium. If additional funding were required, it
would be taken from the Bond Interest and Redemption Account reserve. As
recommended by the Governor, the 2003 Legislature approved the levy of an additional
$0.01 property tax rate above the historical $0.15 rate to support the principal and
interest payments on the general obligation bonds issued for new and existing capital
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improvement projects. This additional $0.01 levy is not subject to the $3.64 local
government property tax cap. According to information contained in the Governor’s
recommended 2005 CIP program and the State Treasurer's Debt Capacity Report for
the 2005-07 biennium, the need for continuation of the current property tax rate for debt
service is predicated upon the issuance of bonds according to the following schedule:

FY 2005-06

Capital Improvement Bonds

Tahoe Environmental Improvement Bonds

Water Systems Bonds (NRS 349.981)

Cultural Affairs Bonds (NRS 233C.225) @
Total

FY 2006-07

Capital Improvement Bonds

Tahoe Environmental Improvement Bonds

Water Systems Bonds (NRS 349.981)

Cultural Affairs Bonds (NRS 233C.225) @
Total

FY 2007-08

Capital Improvement Bonds

Tahoe Environmental Improvement Bonds

Water Systems Bonds (NRS 349.981)

Cultural Affairs Bonds (NRS 233C.225) @
Total

$ 80,000,000
$ 8,000,000
$ 9,000,000
$ 3,000,000
$100,000,000

$ 97,000,000
$ 9,000,000
$ 6,000,000
$ 3,000,000
$115,000,000

$ 34,216,941
$ 5,000,000
$ 4,000,000
$ 3,000,000
$ 46,216,941

The Office of the State Treasurer computes the debt capacity as of June 30, 2004, as

follows:
State's Estimated Assessed Valuation $69,700,111,729®
Multiplied by the 2 Percent Constitutional Limit $1,394,002,235
Minus the Bonds Outstanding ($910,625,256)
Equals the State's Unused Bonding Capacity $483,376,979
Source: Debt Capacity Report —2005-2007 Biennium — Office of the State Treasurer
Notes:

(&) Current statutory limit is $2,000,000 per year. Senate Bill 4, 2005 Legislative Session, proposes

to amend statutory limit to $3,000,000 per year.

(b) Does not include assessed valuations for redevelopment agencies.

Assessed Valuations

Forecasts of assessed valuations are prepared and certified by the Department of
Taxation and are used for those portions of The Executive Budget dependent upon

property assessments and/or local property tax collections. The forecasts for
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FY 2005-06 and FY 2006-07 are highlighted below along with historical information of
actual assessed valuations. The actual assessed valuation amounts are established
annually in April and include net proceeds of minerals and exclude redevelopment
agencies and other general exemptions.

Fiscal Percent
Year Assessed Value Change
Actual:

1998 $37,313,864,077 9.4%
1999 $40,814,503,598 9.4%
2000 $44,967,465,094 10.2%
2001 $49,749,247,957 10.6%
2002 $52,943,737,483 6.4%
2003 $57,768,732,697 9.1%
2004 $62,958,855,390 9.0%
2005 $69,700,111,729 10.7%
Forecast:
2006 $75,566,277,158 8.4%
2007 $82,497,674,585 9.2%

Source: Debt Capacity Report —2005-2007 Biennium — Office of the State Treasurer

The following pages present the Governor's recommended CIP program for the
2005-07 biennium.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Project
Number

Agency

Location

Project Title

State Funding

Other Funding

Other
Funding
Source

Remarks

CONSTRUCTION PROJECTS

jo5-Co1

Buildings and Grounds

Las Vegas

Sawyer Building Tile Repair

$8,611,979

Temporary safety measures, ongoing
forensic investigation, and some tile
removal have been implemented under
CIP 01-M04, 03-M01 and 03-A02.

Jos-co2

DMV

N. Las Vegas

North LV DMV Office - FF&E

$974,403

Highway
Fund

FF&E funding approved in CIP 03-C09
was reallocated to construction. Street
improvements required by City.

fos-co3

SNAMHS

Las Vegas

Southern Nevada Psychiatric Hospital - FF&E

$4,593,047

FF&E deferred by 2003 Legislature.

los-co4

CCSN

Las Vegas

Health Sciences Building - FF&E

$5,200,000

FF&E deferred by 2003 Legislature.

J05-C05

UNR

Reno

UNR Knowledge Center

$16,800,000

Additional funding needed to complete
construction. Construction funding was
approved in CIP 01-C24. FF&E deferred
until 2007 Session.

J05-C06

UNLV

Las Vegas

Science & Engineering Building - FF&E

$15,822,050

FF&E deferred by 2003 Legislature.
Cabinetry funding approved in CIP 03-
C23 was reallocated to construction.

jo5-Co7

NNAMHS

Sparks

Central Kitchen - FF&E

$437,778

IFC authorized construction of new
kitchen in lieu of renovation of existing
facility. FF&E not previously funded.

Jo5-C08

Emergency Mgmnt.

Carson City

Telephone Data Switches for Emergency
Operations Center

$527,490

Telephone and data switches for new
State Emergency Operations Center.
Construction funding approved in CIP 03
CO06.

J05-C09

Emergency Mgmnt.

Carson City

Microwave Station for Emergency Operations
Center

$554,954

Microwave station for new State
Emergency Operations Center.

Construction funding approved in CIP 03
CO06.

J05-C10

NSC

Henderson

Liberal Arts Bldg. - FF&E and Master Plan

$3,936,114

FF&E deferred by 2001 Legislature.
Building construction has not been
initiated.

j05-C11

Buildings and Grounds

Las Vegas

NHP E. Sahara Office Demolition

$343,632

Highway
Fund

New Highway Patrol building funded in
CIP 99-H1.

j05-C12

DolT

Carson City

Redundant UPS and Generator

$900,198

Additional electrical generator and
uninterruptible power supply system for
Computer Facility.

los-c13

Military/NVARNG

Las Vegas

Las Vegas Readiness Center

$9,983,510

$13,170,520

Federal
Funds

New facility to house 5 Army National
Guard units. Initial design funded in CIP
03-P05.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Project
Number

Agency

Location

Project Title

State Funding

Other Funding

Other
Funding
Source

Remarks

j05-C14

SNAMHS

Las Vegas

Addition of 4th Pod to Psychiatric Hospital

$11,334,293

Provides additional 40 beds to address
mental health acute care needs in
southern Nevada.

[05-C15

DRC

Las Vegas

Rehab Food Services Facilities #4 & #5

$1,898,598

Rehabilitate interior/exterior of buildings,
repair plumbing, upgrade electrical,
replace HVAC, refrigeration units and fire
suppression system and correct ADA
compliance deficiencies.

J05-C16

UNLV

Las Vegas

Greenspun College of Urban Affairs

$24,166,389

$13,055,551

University
Funds

New 90,000 square foot building to
centralize College of Urban Affairs
programs and facilitate similar unification
of other departments in the vacated
space.

[05-C17

Veterans Services

Boulder City

Veterans Nursing Home Central Dining Room

$527,184

$589,731

Federal
Funds

Adds central dining facility to replace
existing 3 dining rooms to address space
and safety issues.

Jo5-C18

GBC

Elko

Electrical and Industrial Technology Building

$12,674,032

$500,000

University
Funds

New 36,400 square foot building to
house expanded electrical and industrial
technology programs.

J05-C19

Agriculture

Elko

Elko Branch Office

$4,520,852

New 6,000 square foot building to
replace existing building on Great Basin
College campus that would be
demolished to construct CIP 05-C18.

J05-C20

Buildings and Grounds

Carson City

Lease Purchase Subsidy - 208,000 GSF

$20,878,925

Subsidize 208,000 square foot lease
purchase building in the Capitol Complex
in Carson City for the Dept. of Human
Resources.

j05-C20a

DolT

Carson City

Computer Facility Renovation/Addition
Supplement

$2,368,500

Additional funding needed to complete

construction. Construction funding was
approved in CIP 03-C10, 01-M26 and 01
M27.

j05-C20b

HDSP

Indian Springs

HDSP Phase IV, 3 Housing Units

$58,570,649

Design and construct 3 housing units
(168 cells each) at High Desert State
Prison.

Jos-c20c

CCSN

Las Vegas

Classroom Building

$5,000,000

$5,000,000

University
Funds

Design and construction of 28,500
square foot classroom facility. FF&E
deferred until 2007 Session.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Other
Project Funding
Number Agency Location Project Title State Funding | Other Funding Source Remarks
Funding to patent 790.5 acres @
. . . approximately $700/acre for future space
Acquire Land for Future Facility and Training needs of Military department and other
J05-C25 [Military/NVARNG N. Las Vegas |Sites $546,000 state agencies.
Resolves ADA issues with current lack of]
passenger elevator in main museum
J05-C27 |Nevada State Museum |Carson City ADA Entrance and Connecting Structure $3,230,894 building.
Roofing, ceiling, flooring, HVAC, and wall§
treatment replacements; ADA retrofits;
j05-C35 |NYTC Elko Gym and Multi-Purpose Building Remodel $3,477,399 fire sprinkler/alarm installation.
CONSTRUCTION PROJECTS TOTAL | $216,560,835 | $33,633,837
MAINTENANCE PROJECTS
Safety guardrail for rooftop HVAC
access platform. Platform installed as
J05-M02 |Lakes Crossing Reno Platform Guardrail for Rooftop HVAC Unit $18,196 part of CIP 01-M23.
Renovation to address fire code and life
safety deficiencies. Reno Fire Dept. and
State Fire Marshal indicate renovation
]105-M03 [TMCC Reno Red Mountain Building Fire Code Renovations $2,000,000 needed for safe occupancy of building.
Replace exposed electrical conductors,
broken conduit. Install more efficient
105-M04 |Lost City Museum Overton Electrical and Lighting Upgrade $390,306 lighting.
I Upgrade inadequate fire alarm,
05-M05 |Forestry Indian Springs [Indian Springs Camp Upgrade $87,166 emergency exit signage and lighting.
Adds 4th generator due to additional
load requirements from SDCC, ISCC,
J05-M06 |HDSP Indian Springs [Installation of Generator No. 4 $532,738 and Prison Industry facility.
Upgrade/replace generators, emergency
lighting. New natural gas lines for
105-M07 |DRC Las Vegas Replace Emergency Generators $261,486 generators.
Install enclosures for safe and secure
05-M08 |SNAMHS Las Vegas Secure Egress Area for Building 3A $130,703 outdoor patient area and egress area.
Renovate existing fire sprinkler system
05-M09 |[WNCC Carson City  |Bristlecone Building Life Safety $79,398 due to modifications in wall locations.
Install fire sprinkler system in Pinion Hall
05-M10 |WNCC Fallon Pinion Hill Building New Fire Sprinkler System $184,950 Building.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Other
Project Funding
Number Agency Location Project Title State Funding | Other Funding Source Remarks
. Perform structural evaluations of load
Purchasing Warehouse Structural Evaluation bearing walls and $110,250 in funding for
J05-M11 [Buildings and Grounds |Reno and Repairs $188,910 some repairs.
Design/construct new light control
switches in lieu of using circuit breakers
J05-M12 |Nevada State Museum |Carson City Light Control Switching $90,721 to turn on/off lighting.
Install backflow preventors on water
05-M13 |NNCC/NSP Carson City Install Backflow Preventors - NNCC & NSP $188,047 mains connected to city water system.
I Double size of sewage leachfield due to
05-M14 |SSCC Silver Springs |Expand Sewage Leachfield $598,929 rising level of leachate.
Upgrade sewage system to comply with
nitrate levels permitted in NDEP
j105-M15 [ESP Ely Sewage Treatment Upgrades $3,102,880 discharge permit.
Addition of 2 sewage infiltration basins.
Existing basins are being expanded in
J05-M16 [PCC Pioche Sewage Disposal Upgrades $234,467 CIP 01-M40.
I Upgrade 2 sewage basins, install new
05-M17 |HDSP Indian Springs |Indian Springs Sewage Disposal $2,658,136 basin, rehabilitate 5 existing basins.
I Replace 13 rooftop air handling units due|
05-M18 |ESP Ely Replace Air Handling Units Phase 1 $3,781,902 to age.
Replace failing telephone cabling that is
05-M19 |NNCC Carson City Phone Cable Replacement $146,649 over 40 years old.
Provide generator system for HVAC
system to enable continued cooling of
105-M21 |SNCAS Las Vegas Generator for HVAC Systems $421,629 facility during extended loss of power.
I Repair and upgrade existing boilers due
05-M22 |LCC Lovelock Central Boiler Plant Renovation $337,999 to age.
Install trench drain around the facility and}
]105-M23 |Railroad Museum Ely Drainage and Walkway Projects $170,076 replace asphalt walkways.
Repair/replace malfunctioning doors,
locks, control panels and intercom
J05-M24 |WSCC Carson City Locks, Doors, Control Panel, Intercom $513,173 systems.
I Repair/replace malfunctioning doors,
05-M25 |SDCC Indian Springs |Repair/Replace Doors, Locks, Control Panels $406,599 locks, and control panels.
I Renovate and rebalance existing HVAC
05-M26 |Lakes Crossing Sparks HVAC System Renovation $167,193 system.
Renovate greenhouses, irrigation system
and replace shade structure due to age
05-M27 |Forestry Las Vegas Renovate Las Vegas Native Plant Nursery $474,995 of facilities.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Other
Project Funding
Number Agency Location Project Title State Funding | Other Funding Source Remarks
Replace flooring and pipe insulation
containing asbestos. Upgrade exit
signage. Install backflow preventors on

J05-M28 [Forestry Las Vegas Kyle Canyon Fire Station Upgrade $96,930 water lines.

Wastewater treatment improvements to

J105-M29 |CCC Carlin Groundwater Protection $599,874 address level of nitrates.

Structural remediation of exterior
masonry walls. Costs to be determined

J05-M30 [LCC Lovelock Building Structural Remediation $313,747 based on engineering study.

I05-M31 SDCC Indian Springs [Boiler Replacement $397,421 Replace boiler that is failing due to age.
Renovate HVAC systems in Building #5,
including replacement of boilers and

J05-M32 [NNAMHS Sparks HVAC System Renovation Building #5 $245,179 cooling tower.

Renovate HVAC systems in Building #8,
including replacement of boilers and air
105-M33 |[NNAMHS Sparks HVAC System Renovation Building #8 $341,997 handling units.

[05-M34 |Lakes Crossing Sparks Failing Door and Hardware Replacement $114,499 Replacement/rekeying of doorlocks.
Upgrade hot water re-circulating system
to provide prompt delivery of hot water

J05-M35 |Lakes Crossing Sparks Domestic Hot Water System Upgrades $56,720 throughout facility.

Replace air-cooled chillers with more

J05-M36 |LCC Lovelock Central Chiller Plant Renovation $1,122,864 reliable and energy efficient units.
Replace deteriorated/damaged high

105-M37 |ESP Ely Replace High Mast Cable System and Operators $454,465 mast lighting operating mechanisms.
Replace boiler, water tank, and heat
exchanger in multi-purpose building due

J05-M38 |WSCC Carson City Boiler Replacement $205,547 to age.

L . Replace uninterruptible power system for|
State Criminal Justice Computer System - UPS State Criminal Justice System due to

J05-M39 [DPS Carson City Replacement $98,847 age.

Repair fence post corrosion of perimeter
05-M40 |LCC Lovelock Repair Perimeter Fence $56,056 security fence.

Remodel 60 bathrooms in 4 buildings to
05-M41 |SNAMHS Las Vegas Remodel Bathrooms in Buildings 1,2,3 & 3A $1,236,722 address ADA and health issues.

Disconnect utilities and weatherize

plumbing in 6 uninhabited and
05-M42 |[NNAMHS Sparks Secure Uninhabited Buildings $265,943 unserviceable buildings.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Project
Number

Agency

Location

Project Title

State Funding

Other Funding

Other
Funding
Source

Remarks

105-M43

Nevada State Library
and Archives

Carson City

Security Upgrade

$683,593

Upgrade security equipment including
video surveillance, card key access
system. Replace fire alarm system
prone to failure.

105-M44

Railroad Museum

Carson City

Replace Failing Doors

$113,139

Rehabilitate roof overhangs, replace
train doors and storefront doors to
address safety issues.

MAINTENANCE PROJECTS TOTAL

$23,570,791

$0

ADVANCE PLANNING PROJECTS

J05-PO1

SSCC/HCC

Silver Springs
and
Winnemucca

Arsenic Reduction in Domestic Water

$65,599

Funds monitoring of groundwater for
arsenic.

Jos-Po2

SDCC

Indian Springs

Water Line Replacement-Advance Planning

$488,297

Design to replace underground
waterlines that often rupture. Facility
constructed in 1980.

I05-P03

HDSP

Indian Springs

Erosion Control

$61,718

Study/develop solutions for ground
erosion related to drainage.

I05-F’04

WNCC

Carson City

ADA Advance Planning

$275,775

Planning project for ADA compliance of
WNCC buildings and site.

j05-P0O5

NDOC

N. Las Vegas

Women's Reentry Center-Advance Planning

$1,246,100

Planning for 250-bed women's re-entry
center for Dept. of Corrections in Las
Vegas.

j05-P0O6

Nevada State Library
and Archives

Las Vegas

State Records Center

$180,464

Design to convert existing state museum
at Lorenzi Park into a state records
center and department offices.

j05-PO7

NDOC

Indian Springs

New Prison #8 - Advance Planning

$1,800,000

Planning for new correctional center in
southern Nevada. Projected need for
beds is 2010.

j05-P0O8

Parole & Probation

Las Vegas

New Campos Building - Advance Planning

$1,257,768

Planning for 59,287 square foot building
and parking garage to replace the
Campos Building in Las Vegas.

j05-P09

Agriculture

Sparks

Headquarters and Lab Building - Advance

Planning

$1,309,763

Complete design of facility. Schematic
design funded in CIP 03-P03.

Jos-P10

Education

Carson City

Department of Education Programming

$167,981

Programming Dept. of Education future
space needs in Capitol Complex.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Project
Number

Agency

Location

Project Title

State Funding

Other Funding

Other
Funding
Source

Remarks

j05-P12

NDOC

Statewide

Corrections Statewide Utilization Plan

$363,189

Planning for utilization of existing
facilities/sites, including possible
expansion of NNCC and development of
prototype minimum/medium security
housing.

j05-P18

Forestry

Las Vegas

Kyle Canyon Fire Station Feasibility Study

$44,100

Feasibility study to determine adaptability]
of current fire station to needs of agency
and building and safety codes.

j05-P19

NNAMHS

Sparks

Consolidated Facilities Building Study

$277,411

Master plan, feasibility study and
programming for a consolidated facilities
building to replace unserviceable
buildings.

105-P20

UNR

Reno

Biotechnology & Genomics Research Facility

$5,446,333

University
Funds

Design of 110,000 square foot teaching
and research facility to expand research
and development activities in
biotechnology.

j05-P28

ISWC

Indian Springs

Indian Springs Work Center - Advance Planning

$1,970,385

Planning for 626-bed conservation camp
in southern Nevada. To provide
increased programming and work
opportunities for inmates.

ADVANCE PLANNING PROJECTS TOTAL

$9,508,550

$5,446,333

STATEWIDE PROJECTS

J05-S01

Public Works Board

Statewide

Statewide Roofing Program

$3,619,052

Includes 10 buildings at Ely State Prison
and buildings at Stewart.

j05-S02

Public Works Board

Statewide

Statewide ADA Program

$3,227,032

$71,952

Highway
Fund

Includes Carson City and Ely railroad
museums, Reno NHP, and two buildings
at Desert Regional Center and site
access at NNCC.

J05-S03

Public Works Board

Statewide

Statewide Fire and Life Safety Program

$5,143,513

$52,500

Highway
Fund

Projects include new fire alarm and fire
suppression systems and upgrades to
existing systems.

j05-S04

Public Works Board

Statewide

Statewide Advance Planning

$591,299

Includes funding for Reno master plan,
interim study projects, and costs for
formulation of 2007 CIP.

Jos-s05

Public Works Board

Statewide

Statewide Paving Program

$3,763,264

$375,644

Highway
Fund

Includes projects for Dept. of
Corrections, Forestry, Military, B&G,
MHDS, and DCFS.
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GOVERNOR'S RECOMMENDED CIP PROGRAM
FOR THE 2005-07 BIENNIUM

Other
Project Funding
Number Agency Location Project Title State Funding | Other Funding Source Remarks
Funds unanticipated mold, indoor air
Agency |quality and other environmental projects.
105-S06 [Public Works Board Statewide Statewide Asbestos, Lead, IAQ, Mold $705,074 $400,000 Funds |Agency funds from Risk Management.
Funds site inspections, testing, and
replacements. No specific sites
J05-S07 |Public Works Board Statewide Statewide Underground Storage Tank $232,531 identified.
STATEWIDE PROJECTS TOTAL| $17,281,765 $900,096
UNIVERSITY CAMPUS IMPROVEMENT PROJECTS
l05-U01 |UCCSN [Statewide |Campus Improvement Projects $10,000,000 [  $5,000,000 | SHECC |Campus maintenance projects.
UNIVERSITY CAMPUS IMPROVEMENT PROJECTS TOTAL| $10,000,000 $5,000,000

TOTAL ALL PROJECTS] $276,921,941 | $44,980,266 |

GRAND TOTAL ALL FUNDS| $321,902,207 |
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PoOSITION SUMMARY

The following table displays the existing and new positions recommended in
The Executive Budget for the 2005-07 biennium. The FY 2004-05 (work program year)
is displayed to provide a perspective of the total number of positions in the current fiscal
year compared to the total number of positions approved by the 2003 Legislature for
FY 2004-05. A comparison can then be made to the total number of existing and new
positions recommended by the Governor for the 2005-07 biennium. The total number of
positions for the University and Community College System of Nevada (UCCSN) are
detailed separately and are included in the grand totals.

Over the 2003-05 biennium, the number of positions, excluding UCCSN, increased from
16,665.92 as approved by the 2003 Legislature to 17,069.38, an increase of 403.46
positions. The Governor's recommended budget increases the number of positions
from the FY 2004-05 work program of 17,069.38 to 17,951.64 in FY 2006 and
18,230.31 in FY 2007, and net increase of 1,160.93 positions.

For FY 2005-06, excluding UCCSN, the Governor has recommended a total of
17,951.64 positions, including 1,088.51 new positions. Of the new positions
recommended, 558.56 are being added to the Human Services functional area, and
296.45 are being added to the Public Safety functional area. The additional positions in
Human Services are being recommended largely to address projected caseload growth
within the Divisions of Health, Mental Health and Child and Family Services. The
additional positions in Public Safety are being recommended primarily due to the
reopening of the Southern Nevada Correctional Center. The Governor’'s
recommendation provides for a net increase of 882.26 positions when compared to the
FY 2004-05 work program year, and a net increase of 1,285.72 when compared to the
total number of positions approved by the 2003 Legislature for the same period.

For FY 2006-07, excluding UCCSN, the Governor has recommended an additional
278.67 positions, for a total of 18,230.31 positions. Over the 2005-07 biennium, the
Governor’'s recommendation provides for a total of 1,160.93 additional positions when
compared to the FY 2004-05 work program year and an increase of 1,564.39 when
compared to the total number of positions approved by the 2003 Legislature for the
same period.

The Governor's recommended budget reflects an increase of 50.82 positions for
UCCSN for the 2005-07 biennium when compared to the FY 2004-05 work program
year. However, The Executive Budget recommends significant increases in formula
funding that have not been translated into position counts. New UCCSN position counts
for the 2005-07 biennium will be calculated during the legislative budget closing
process.
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Nevada Legislative Counsel Bureau
Governor Recommends Position Count
(Full-Time Equivalency Count)

o

FY 2004-05 FY 2004-05 Governor Recommends Governor Recommends
Legislature Work <«—  FY 2005-06 FY 2006-07 ——
Approved  Program ® Existing New * Total ® Existing New ¢ Total >
Government Function
Constitutional Agencies 1,045.48 1,056.46 1,048.50 44.50 1,093.00 1,048.50 45.00 1,093.50
Finance & Administration 824.52 925.02 879.02 34.00 913.02 879.02 38.00 917.02
Education 295.18 297.18 297.18 11.51 308.69 297.18 11.51 308.69
Human Services 5,185.90 5,267.61 5,158.02 558.56 5,716.58 5,153.51 733.98 5,887.49
Commerce & Industry 1,294.80 1,320.20 1,303.99 35.49 1,339.48 1,301.74 36.49 1,338.23
Public Safety 4,998.17 5,158.05 5,129.05 296.45 5,425.50 5,127.05 396.96 5,5624.01
Infrastructure 2,643.85 2,668.35 2,670.86 48.00 2,718.86 2,670.86 49.00 2,719.86
Special Purpose Agencies 378.02 376.51 376.51 60.00 436.51 376.51 65.00 441,51
Sub-Total 16,665.92 17,069.38 16,863.13 1,088.51 17,951.64 16,854.37 1,375.94 18,230.31
University and Community College System
Professional 4,452.88 4,657.98 4,688.54 4,696.54
Classified 2,467.58 2,550.86 2,561.12 2,563.12
Sub-Total 6,920.46 7,208.84 7,249.66 7,259.66
Total © 23,586.38 24,278.22 16,863.13 1,088.51 25,201.30 16,854.37 1,375.94 25,489.97
1

a. The FY 2004-05 work program sub-total by Government Function inThe Fiscal Report differs from The Executive Budget due to necessary adjustments for those items which are not reflected
in The Executive Budget work program. Reconcilation is on file in the Fiscal Division.

b. The Constitutional Agencies sub-total in The Fiscal Report for both FY 2005-06 and FY 2006-07 differs fromThe Executive Budget due to adjustment to the position count for the Legislative
Counsel Bureau. Reconciliation is on file with the Fiscal Analysis Division.

c. Total does not include Boards and Commissions.

d. Does not include UCCSN formula-driven positions.



SECTION V
GOVERNOR’S RECOMMENDATIONS BY FUNCTION

This section includes a report by budget account of the Governor’s recommended level
of spending by funding source. In each budget, the recommendation for FY 2005-06
and FY 2006-07 is compared to the current budget year (FY 2004-05). The percentage
change for each year is also displayed.

Each functional area’s schedule of recommended spending is preceded by a brief
narrative description of the major program changes and issues reflected in the proposed
budgets. This narrative is not exhaustive, nor does it address issues in great depth. It
is designed to alert the reader to those issues that may arise during the 2005 Legislative
Session.

ELECTED OFFICIALS

The Elected Officials function encompasses three sub-functions: The executive elective
offices; the judicial agencies; and the legislative agencies. The executive agencies
include the Governor’s Office, the Office of the Attorney General, Secretary of State,
State Controller and State Treasurer. Judicial agencies include the Supreme Court,
Administrative Offices of the Court, District Courts, Commission on Judicial Discipline
and the Commission on Judicial Selection. The legislative agency is the Legislative
Counsel Bureau, which includes an Interim Finance Committee (IFC).

The recommended General Fund appropriations for Elected Officials total approximately
$83.5 million in FY 2005-06, a 5.8 percent decrease compared to FY 2004-05, and
$83.2 million for FY 2006-07, a decrease of 0.3 percent compared to FY 2005-06. The
decrease in General Fund support in FY 2005-06 is due to appropriations made to the
IFC by the 2003 Legislature that are not continued during the 2005-07 biennium. The
major appropriation made to the IFC in FY 2004-05 was $15 million to support the
implementation of a new revenue collection system for the Department of Taxation.
The appropriation to continue this effort during the 2005-07 biennium is included within
the budget of the Department of Taxation.

Budget requests from all funding sources total approximately $422.1 million in
FY 2005-06 and $433.4 million in FY 2006-07 after inter-agency transfers are deducted.

ELECTED OFFICIALS

GOVERNOR’S OFFICE

The Governor is the Chief Executive Officer of the state and is elected to a four-year
term. The Governor also serves as the Commander in Chief of all state military forces.
The Office of the Governor is supported entirely by a General Fund appropriation.
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The Executive Budget proposes the transfer of two positions supporting the Office of
Homeland Security from the Governor’s budget to the Department of Public Safety.

WASHINGTON OFFICE

The establishment of the Washington, D.C. Office was authorized by the
1985 Legislature to identify, monitor and provide information on selected federal
issues of high priority to Nevada, such as nuclear waste, transportation funding,
gaming, and economic development. The Governor recommends continued funding of
$267,079 in each year of the 2005-07 biennium, the same level approved by the
Legislature for FY 2003-05 biennium. The office is funded through transfers from the
Department of Transportation, the Commission on Economic Development and the
Commission on Tourism.

HiGH LEVEL NUCLEAR WASTE

The Nevada Nuclear Waste Project Office was formally established by executive order
in 1983 and by the Nevada State Legislature in 1985, following passage of the federal
Nuclear Waste Policy Act (NWPA) of 1982. Funding for the operation of the office
comes primarily from the state of Nevada, an annual grant from the Federal
Government Department of Energy (DOE) and from Nevada's Department of
Transportation (NDOT) for transportation studies. In addition to state funds, the office
has received funding from other sources including cities, counties and private citizens to
stop the federal effort to store high-level nuclear waste in Nevada. Under federal
guidelines, federal funds may only be used for specific research activities and may not
be used to support the agency’s general personnel and operating costs. As a result of
the federal actions in limiting the use of the federal funding, General Fund support was
increased to provide adequate funding for the agency’s oversight activities at Yucca
Mountain.

The Governor's budget recommends General Funds of $1 million in each year of the
2005-07 biennium for the Nevada Nuclear Waste Project Office (NWPO), which reflects
a 7 percent increase in state funding over the amount appropriated for FY 2004-05.
The agency is projected to receive federal funding of $2.5 million during the current
fiscal year; however, as of February 3, 2005, the agency has received no federal
funding. The Governor’s budget recommends the continuation of federal funding
support, which may flow through the state Division of Emergency Management (DEM)
or directly from the federal government, at the current level of $2.5 million each year of
the 2005-07 biennium. The federal funds can only be used for “scientific oversight,”
which the DOE has defined as meaning only physical sciences; therefore, these funds
cannot be used for impact assessment, environmental, transportation, or any other
activities. For the 2005-07 biennium, the agency anticipates it will continue to contract
with experts in key areas such as hydrology and volcanism.
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The Governor's budget recommends an appropriation of $2 million in the coming
biennium in the separate Nevada Protection Account to assist with Nevada's efforts
concerning the Department of Energy’s licensing application before the Nuclear
Regulatory Commission.

CONSUMER HEALTH ASSISTANCE

The Office for Consumer Health Assistance was created by the 1999 Legislature, within
the Office of the Governor, to assist consumers and injured employees in understanding
their rights and responsibilities under health care plans and policies of industrial
insurance, including responding to and investigating complaints regarding those plans
and policies. Responsibilities of the former Office for Hospital Patients were transferred
to this agency by the 2001 Legislature and include resolving disputes between patients
and hospitals. The 2003 Legislature added the responsibility of providing information to
consumers concerning prescription drug programs offered by manufacturers of
prescription drugs or by the state of Nevada. The agency is located in Las Vegas and is
supported by a General Fund appropriation, Medicaid funding, hospital assessments,
and funding from the Workers’ Compensation and Safety Fund.

For each fiscal year of the 2005-07 biennium, The Executive Budget recommends
funding related to workers’ compensation assistance be set at 7.80 percent of the total
agency budgeted expenditures based upon the FY 2003-04 workload; this is compared
to 27 percent approved by the 2003 Legislature. The General Fund impact of this
funding change is an increase of $137,266 and $127,760 in FY 2005-06 and 2006-07,
respectively. In addition, The Executive Budget recommends funding related to
Medicaid services at 12.03 percent in each fiscal year of the 2005-07 biennium based
upon the FY 2003-04 workload; this is compared to 3 percent approved by the
2003 Legislature.

ENERGY CONSERVATION

The Nevada State Office of Energy (NSOE) is responsible for implementing the
Governor's Comprehensive Energy Plan for Nevada and serving as the State's point of
contact for the Energy Efficiency and the Renewable Energy Division of the
U.S. Department of Energy’s State Energy Program (SEP). The NSOE administers
grants and contracts that promote the economic development of the state, encourages
conservation and energy efficiency, as well as the development of renewable energy
sources in Nevada. The activities of the NSOE include energy emergency support,
energy policy formulation and implementation, technical assistance and public
information and education. The NSOE was transferred from the Department of
Business & Industry (B & I)to the Office of the Governor under the Governor’'s Energy
Advisor in December 2001 (A.B. 661 - 2001 Legislative Session).

The Governor is recommending a new Deputy Director position to be funded from a

General Fund appropriation and a new Grants and Projects Analyst to be federally
funded. The agency has not received a general fund appropriation in the past.
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The governor is recommending a one-time appropriation of $125,000 to use contractors
to update the state’s Energy Assurance Plan.

ATTORNEY GENERAL

The Office of the Attorney General (AG) serves as legal advisor to nearly all state
agencies, boards, and commissions and assists the county district attorneys of the
state. The office consists of nine divisions and four fraud units. The four fraud units are
the Workers’ Compensation Fraud Unit, the Medicaid Fraud Unit, the Insurance Fraud
Unit, and the Office of Consumer Protection. The Executive Budget recommends
reorganizing the Office of the Attorney General's fraud units by eliminating the
Insurance Fraud Unit, and transferring all revenues and expenditures (and associated
10 FTE positions) to the Worker's Compensation Fraud Unit. In addition, The Executive
Budget recommends further reorganization of the Worker's Compensation Fraud Unit
by eliminating 2 Investigator positions and reclassifying 2 existing positions, resulting in
net expenditure reductions of $318,344.

The Executive Budget recommends the creation of a new Violence Against Women
Grant budget, which would consolidate all domestic violence grants into one budget.

To address the increasing workload in the Office of the Attorney General, The Executive
Budget recommends 8 new positions: an Investigator and a Legal Secretary for the
Litigation Division, funded with General Funds and fees; 2 Investigators for Insurance
Fraud, funded with reserve reductions; a Legal Secretary, an Investigator, and a
Program Assistant for Consumer Protection, funded with General Funds and reserve
reductions; and an Administrative Assistant for Domestic Violence, funded with federal
funds. In addition, the Governor recommends $208,297 to upgrade a total of
13 positions within the Office of the Attorney General to be funded with a combination of
General Funds, interagency transfers, and court assessments.

The Executive Budget recommends $436,828 to purchase computer hardware and
software for the various divisions and units in the Office of the Attorney General as
recommended by the Department of Information Technology replacement schedule.
The Governor recommends funding the replacement equipment purchases primarily
through General Fund appropriations totaling $386,314 for the 2005-07 biennium, with
the balance coming from federal funds and interagency transfers.

The Executive Budget recommends appropriating $1 million in FY 2005-06 to fund legal
costs for activities to prevent the location of a federal nuclear waste repository at Yucca
Mountain. The Governor recommends this appropriation be authorized for use in both
years of the 2005-07 biennium.
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CONTROLLER'S OFFICE

The State Controller maintains the state’s accounting system and publishes the annual
financial statements. The Executive Budget recommends $7.83 million for the
2005-07 biennium, which is the same amount approved for the 2003-05 biennium. The
Governor recommends General Funds totaling $120,456 to reclassify 10 existing
classified positions and $39,969 for salary and benefit increases for 2 unclassified
positions. The Governor also recommends funding to purchase computer hardware
and software to expand the Data Warehouse of Nevada (DAWN) storage capacity and
for ongoing IFS software maintenance costs.

SECRETARY OF STATE

The Secretary of State maintains records of all official acts of the legislative and
executive branches of government, keeps records of all corporations and limited
partnerships in Nevada, and is the chief election official of the state. The Governor
recommends funding for several enhancements to the Secretary of State’s budget for
the 2005-07 biennium that are related to two major projects: 1) implementation and
maintenance of the e-SoS system, allowing electronic filing of commercial recording
documents and electronic payment of the required fees for various filing services
provided; and 2) implementation and maintenance of the Statewide Voter Registration
System (SVRS) mandated by the Help America Vote Act of 2001 (HAVA).
The Executive Budget recommends funding for 6 new Information Technology positions
to maintain and support the e-SoS and SVRS systems. The Governor also
recommends a new Deputy position to assist the Chief Deputy and Deputy of Elections
and a new Compliance Audit Investigator position in the Securities Division. The
Governor recommends General Fund support of $11.6 million in FY 2005-06, an
increase of 7.6 percent over FY 2004-05; an additional 6.5 percent increase is
recommended in FY 2006-07.

STATE TREASURER

The State Treasurer is responsible for the receipt and disbursement of all monies of the
state; invests the state’s idle cash; and handles the state’s bond programs, including the
Municipal Bond Bank. The Treasurer is also responsible for administration of the
Higher Education Tuition Trust; the Millennium Scholarship program; the College
Savings Program; and the Unclaimed Property Division, which was transferred to
the Treasurer's Office from the Department of Business and Industry (B&l) by the
2001 Legislature.

The Governor recommends $2.2 million in General Funds for FY 2005-06, an increase

of 13.1 percent over FY 2004-05; an additional 1.1 percent increase is recommended in
FY 2006-07.
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STATE DEBT

The Nevada Constitution limits the aggregate principal amount of the state’s General
Fund obligation debt at 2 percent of the total assessed value of the state. The limitation
does not extend to debt incurred for the protection and preservation of property or
natural resources of the state.

The Office of the State Treasurer indicates that the estimated unused bonding capacity
as of June 30, 2004, is approximately $469 million. The Governor's Capital
Improvement Program recommends issuing $224.9 million in new bonds, which would
require retaining the current property tax debt rate of 16 cents per $100 of assessed
valuation.

HIGHER EDUCATION TUITION ADMINISTRATION (PREPAID TUITION)

The Nevada Higher Education Tuition Program is a qualified IRS Section 529 plan that
provides a method to prepay tuition in advance of enrollment at an institution of
higher education. The program was originally established through S.B. 271 of the
1997 Legislative Session and included a sunset provision at the end of FY 2000-01.
Assembly Bill 554 of the 2001 Legislative Session retained the Prepaid Tuition program.
The Prepaid Tuition program covers the costs of undergraduate studies at a university,
state college or community college within the University & Community College System
(UCCSN). The Prepaid Tuition Administration account includes revenues and costs
associated with administration of the program. Prepaid Tuition Trust Fund receipts and
expenditures are not reflected in The Executive Budget.

The Higher Education Tuition Administration account was established and maintained
with the assistance of General Fund appropriation loans totaling $4.4 million
(FY 1997-98 through FY 2002-03). The 2003 Legislature approved the Governor’'s
recommendation to begin funding the Prepaid Tuition Administration account entirely
with transfers from the Higher Education Tuition Trust Fund, and initiate repayment of
the General Fund loans. Through FY 2003-04, the Higher Education Tuition
Administration budget has repaid or reverted $726,099 to the General Fund. The
agency anticipates the $3.67 million loan balance will be repaid by the end of
FY 2012-13. The Governor recommends General Fund payback amounts of $125,000
in FY 2005-06 and $175,000 in FY 2006-07.

The Governor recommends transferring a Senior Deputy State Treasurer position and a
half-time Information Technology position to the administration budget.

MILLENNIUM SCHOLARSHIP ADMINISTRATION

The Millennium Scholarship program was recommended by the Governor and
approved by the 1999 Legislature to increase the number of Nevada students who
attend and graduate from Nevada institutions of higher education. Generally, to be
eligible for a Millennium Scholarship, a student must graduate from a high school in

52



Nevada with at least a 3.1 grade point average (which will increase to 3.25 beginning
with the graduating class of 2007), pass all areas of the Nevada High School
Proficiency Examination (HSPE), and have been a resident of Nevada for at least two
years of high school. The maximum total award is $10,000. Program costs are paid
from the Millennium Scholarship trust fund which receives 40 percent of all money
collected by the state of Nevada pursuant to the tobacco settlement agreement. Trust
Fund revenues are not reflected in The Executive Budget.

Projections of Millennium Scholarship program costs and trust find revenues indicate
that program costs will exceed trust fund revenues in FY 2005-06. In order to continue
the Millennium Scholarship program, the Governor recommends the sale of bonds to
provide a one-time influx of $100 million to the Millennium Scholarship trust fund. The
Governor proposes to pledge annual proceeds of $7.6 million from the Unclaimed
Property trust fund to retire the bonds.

The Governor recommends the addition of one new Administrative Assistant position
and the transfer of a half-time Information Technology position to administration.

COLLEGE SAVINGS PROGRAM ADMINISTRATION

Assembly Bill 554 of the 2001 Legislative Session established the Nevada College
Savings Program, which provides an additional IRS Section 529 educational savings
program for the children of Nevada. The plan allows individuals to contribute to a child’s
account and to then use the savings proceeds to pay for qualified higher education
expenses. Withdrawals that are used for qualified educational expenses are not subject
to federal taxation. The value of each account is based upon investment performance.
Unlike the Prepaid Tuition program, which locks-in the cost of future educational
expenses at current prices, the value of college savings plans is subject to investment
risk. Savings plan proceeds can be used at any eligible educational institution in the
United States.

The Governor recommends transfers to the Higher Education Tuition Administration
budget totaling $125,000 in FY 2005-06 and $175,000 in FY 2006-07 to assist with the
General Fund payback of Prepaid Tuition program loans.

ETHICS COMMISSION

The Ethics Commission was created by the 1985 Legislature and consists of eight
members. The Commission is responsible for receiving inquiries and complaints
involving the ethical conduct of public officials and employees, providing ethical
guidance through published opinions, and maintaining records of financial disclosure of
candidates for public offices and officeholders.

The 2003 Legislature passed A.B. 551, which allocates the Commission's operating
costs between state and local governments based upon usage of the agency and the
population of the local government. The Executive Budget recommends the state

53



finance 35 percent of the Ethics Commission's budget with the balance financed by
local governments.

In September 2004, the Interim Finance Committee (IFC) approved funding to establish
an office in Las Vegas, which includes one additional position. The Executive Budget
recommends funding to continue the office in Las Vegas during the 2005-07 biennium.
The Governor also recommends one new position for the Las Vegas office to provide
the Commission with investigative assistance and support.

LEGISLATIVE COUNSEL BUREAU

The Legislative Counsel Bureau is the administrative support agency for the Nevada
Legislature. The Bureau includes an Administrative Division, Legal Division, Research
Division, Audit Division and Fiscal Analysis Division. The 2003 Legislature, through
passage of S.B. 504, approved the transfer of the State Printing Office from the
Department of Administration to the Legislative Counsel Bureau.

Total Funding of $27.1 million in FY 2005-06 and $26.8 million in FY 2006-07 is
included in The Executive Budget to support the operations of the Legislative Counsel
Bureau during the 2005-07 biennium.

JUDICIAL BRANCH

The budgets of judicial agencies are included in The Executive Budget but are not
subject to review by the Governor pursuant to NRS 353.246. Therefore, all judiciary
budget amounts presented in this report reflect funding requests to the Legislature as
presented by the Courts, without any adjustments by Executive Branch staff.

The judiciary budgets include funding for the Supreme Court, the Administrative Office
of the Courts (AOC), the Division of Planning and Analysis, and the Uniform System of
Judicial Records. The budgets also include funding for the salaries, travel expenses
and pension costs of District Court Judges; the continuing education requirements of
judges, justices of the peace, municipal court judges and Supreme Court personnel;
and the salaries and travel expenses of retried judges and justices who are recalled by
the Chief Justice to expedite judicial business. Also included in the judiciary budgets, is
funding for Specialty Courts throughout the State, the Supreme Court Law Library, the
Commission on Judicial Selection, and the Commission on Judicial Discipline.

The Judicial Branch budgets are supported primarily through General Fund
appropriations and court administrative assessments. Other sources of funding include
District Judge disqualification fees, filing fees, miscellaneous other fees and federal
grants. Pursuant to NRS 176.059, 51 percent of the revenue that is deposited to the
state General Fund from court administrative assessments against defendants, who
plead or are found guilty of misdemeanors, must be distributed to the Office of Court
Administrator for allocation among the various judicial budgets.

54



The Executive Budget requests an increase of 1.0 percent for the Judiciary Branch’s
total budget from the FY 2004-05 work program amount of approximately $37.3 million
to approximately $37.7 million in FY 2005-06. In FY 2006-07, the total budget of
approximately $38.9 million represents an increase of 3.1 percent from the amount the
judiciary is requesting in FY 2005-06. Although the increase in the overall budget is
minimal, the General Fund request of approximately $23.1 million for FY 2005-06 is
10.7 percent higher than amounts approved in FY 2004-05. In FY 2006-07, the request
for General Fund appropriations is approximately $23.9 million, which is an increase of
3.4 percent from the amount requested in FY 2005-06.

The Judicial Branch budgets include a request to remove 16 senior management
positions from the unclassified service of the state and move them to non-classified
positions and to authorize the Supreme Court to establish the salaries of those positions
without legislative approval. The budgets also include a request totaling $237,474 in
each year of the 2005-07 biennium for a restructuring of the senior professional
management staff positions to ensure the appropriate salary levels for those positions
and to align supervisory attorney position salaries with comparable positions in the court
system and in other state agencies.

The Executive Budget request for FY 2005-06 represents a 10.5 percent increase over
the amount approved in FY 2004-05. The General Fund portion of the budget for
FY 2005-06 (approximately $6.1 million) increases by 15.7 percent from the General
Fund appropriation approved for FY 2004-05. In the maintenance decision units
General Fund support totaling $225,090 in FY 2005-06 and $252,680 in FY 2006-07 is
requested for 4 new positions. The positions include a Court Document Specialist, a
Facilities Manager, an Electronics Technician, and an Attorney for the Civil Division.
The expenditures associated with the Court Document Specialist position are offset by
reductions in operating expenditures for printing.

General Fund support for the Division of Planning and Analysis is requested at
$654,272, an increase of 30.8 percent over FY 2004-05; an additional 5.0 percent
increase is requested in FY 2006-07. A new Rural Courts Coordinator position is
requested at a cost of $73,346 in FY 2005-06 and $91,375 in FY 2006-07 based on a
recommendation from the Interim Study of the Criminal Justice System in Rural Nevada
and Transitional Housing for Released Offenders, which was created by the
2003 Legislature through the enactment of SCR 32. The division’s budget also includes
a request to transfer a Judicial Branch Auditor position to the division from the AOC
budget. Currently, the position is funded entirely with court administrative assessment
revenue; however, if the transfer of the position is approved, it would be funded through
General Fund appropriations totaling $94,639 in FY 2005-06 and $96,070 in
FY 2006-07.

The Uniform System for Judicial Records account includes $91,076 in FY 2006-07 for

the addition of a Data Base Specialist position to provide in-house support for the
Multi-County Integrated Justice Information System software application. The account
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is funded through court administrative assessments, district court filing fees and user
charges.

For the Retired Justice Duty Fund, The Executive Budget includes General Fund
appropriations totaling $1.2 million in FY 2005-06 and $1.8 million in FY 2006-07 to
establish a more comprehensive senior judge program statewide. The budget account
funds the costs associated with recalling former judges to expedite judicial business, to
assist in districts with congested calendars and to act for those judges who are
disqualified or unable to perform for any reason. The enhanced program requested in
The Executive Budget would attempt to alleviate the congested court calendar in the
Eighth Judicial District (Clark County).
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BASN
FISBU510F

Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
ELECTED OFFICIALS
OFFICE OF THE GOVERNOR 2,281,890 2,426,736 2,342,288 -3.48 2,404,421 2.65
GENERAL FUND 2,106,758 2,244,236 2,311,736 3.01 2,342,738 1.34
BALANCE FORWARD 182,500 -100.00
INTER AGENCY TRANSFER 175,132 30,552 61,683 101.90
MANSION MAINTENANCE 231,979 347,840 282,698 -18.73 352,301 24.62
GENERAL FUND 231,979 347,840 280,169 -19.45 347,193 23.92
INTER AGENCY TRANSFER 2,529 5,108 101.98
WASHINGTON OFFICE 267,079 267,079 267,079 267,079
INTER AGENCY TRANSFER 267,079 267,079 267,079 267,079
HIGH LEVEL NUCLEAR WASTE 4,997,646 4,681,046 4,111,790 -12.16 4,113,207 .03
GENERAL FUND 978,945 981,416 1,048,956 6.88 1,037,304 -1.11
BALANCE FORWARD 950,244 599,630 -100.00
FEDERAL FUND 1,210,459 2,650,000 150,000 -94.34 150,000
INTER AGENCY TRANSFER 1,857,997 450,000 2,912,834 547.30 2,925,903 45
OTHER FUND 1
NEVADA PROTECTION ACCOUNT 1,622,853 2,000,000 23.24 -100.00
GENERAL FUND 2,000,000 -100.00
BALANCE FORWARD 522,853 -100.00
INTERIM FINANCE 1,100,000 -100.00
GOV, OFFICE OF CONSUMER HEALTH A¢ 697,551 840,246 917,585 9.20 949,073 3.43
GENERAL FUND 456,308 382,952 505,404 31.98 491,928 -2.67
BALANCE FORWARD 41,069 112,941 117,838 4.34 156,498 32.81
INTER AGENCY TRANSFER 18,634 18,697 99,705 433.27 106,650 6.97
OTHER FUND 181,540 325,656 194,638 -40.23 193,997 -.33
ENERGY CONSERVATION 863,043 1,483,869 992,561 -33.11 1,041,677 4.95
GENERAL FUND 58,777 81,203 38.15
BALANCE FORWARD -266,669
FEDERAL FUND 807,291 1,125,601 861,363 -23.48 888,053 3.10
INTER AGENCY TRANSFER 250,000 250,000 -100.00
OTHER FUND 72,421 108,268 72,421 -33.11 72,421
LIEUTENANT GOVERNOR 477,630 512,210 533,853 4.23 562,002 5.27
GENERAL FUND 477,630 512,210 527,878 3.06 549,948 4.18
INTER AGENCY TRANSFER 5,975 12,054 101.74
ATTORNEY GENERAL ADMIN FUND 19,377,523 20,738,833 21,629,831 4.30 22,246,298 2.85
GENERAL FUND 9,505,908 10,832,555 10,862,981 .28 10,999,611 1.26
INTER AGENCY TRANSFER 9,268,624 9,235,821 9,949,208 7.72 10,415,581 4.69
OTHER FUND 602,991 670,457 817,642 21.95 831,106 1.65
SPECIAL FUND 1,042,219 731,301 1,121,168 53.31 121,168 -89.19
GENERAL FUND 999,671 81,301 1,078,620 1,226.70 78,620 -92.71
INTERIM FINANCE 650,000 -100.00
OTHER FUND 42,548 42,548 42,548

57



BASN
FISBU510F

Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
ATTORNEY GENERAL INSURANCE FRAU 903,713 1,260,657 -100.00
BALANCE FORWARD -73,656 262,080 -100.00
INTER AGENCY TRANSFER 961,233 980,779 -100.00
OTHER FUND 16,136 17,798 -100.00
AG MEDICAID FRAUD 1,603,705 1,776,699 1,684,127 -5.21 1,713,045 1.72
GENERAL FUND 1,000 31,572 3,057.20 288,290 813.12
BALANCE FORWARD 255,580 359,822 249,649 -30.62 -100.00
FEDERAL FUND 1,254,146 1,188,145 1,308,357 10.12 1,330,206 1.67
OTHER FUND 93,979 227,732 94,549 -58.48 94,549
ATTORNEY GENERAL-WORKERS' COMP 2,174,733 2,480,899 4,030,999 62.48 4,113,702 2.05
BALANCE FORWARD 420,858 434,946 3.35
INTER AGENCY TRANSFER 399 30 1,127,607 3,758,590.00 1,128,445 .07
OTHER FUND 2,174,334 2,480,869 2,482,534 .07 2,550,311 2.73
AG OFFICE OF CONSUMER PROTECTIOM 3,541,495 4,450,851 4,654,492 4.58 4,657,712 .07
GENERAL FUND 1,146,735 1,221,264 1,319,034 8.01 1,372,577 4.06
BALANCE FORWARD -221,939 724,244 778,111 7.44 706,063 -9.26
INTER AGENCY TRANSFER 2,063 52,004 73,729 41.78
OTHER FUND 2,614,636 2,505,343 2,505,343 2,505,343
AG CRIME PREVENTION 225,675 232,978 256,554 10.12 262,800 2.43
GENERAL FUND 183,856 203,927 210,485 3.22 212,332 .88
INTER AGENCY TRANSFER 4,250 8,649 103.51
OTHER FUND 41,819 29,051 41,819 43.95 41,819
ATTORNEY GENERAL TORT CLAIM FUNL 2,511,672 8,843,127 8,510,158 -3.77 8,345,986 -1.93
BALANCE FORWARD -1,792,275 4,526,397 4,540,511 .31 4,118,128 -9.30
INTER AGENCY TRANSFER 4,243,947 4,311,730 3,909,647 -9.33 4,167,858 6.60
OTHER FUND 60,000 5,000 60,000 1,100.00 60,000
AG EXTRADITION COORDINATOR 663,231 664,165 667,887 .56 667,079 -12
GENERAL FUND 554,516 550,845 564,965 2.56 561,388 -.63
INTER AGENCY TRANSFER 2,716 5,485 101.95
OTHER FUND 108,715 113,320 100,206 -11.57 100,206
AG COUNCIL FOR PROSECUTING ATTOF 175,402 128,711 189,158 46.96 204,643 8.19
GENERAL FUND 100 100 100
BALANCE FORWARD 24,644 6,429 13,078 103.42 19,724 50.82
INTER AGENCY TRANSFER 21,046 40,000 40,000
OTHER FUND 129,712 122,182 135,980 11.29 144,819 6.50
AG, VICTIMS OF DOMESTIC VIOLENCE 1,579,515 2,103,139 283,481 -86.52 310,143 9.41
GENERAL FUND 68,972 70,463 2.16
BALANCE FORWARD -144,801 146,910 95,500 -34.99 120,183 25.85
FEDERAL FUND 1,650,479 1,890,156 45,172 -97.61 45,660 1.08
OTHER FUND 73,837 66,073 73,837 11.75 73,837
VIOLENCE AGAINST WOMEN GRANTS 2,095,269 1,816,166 -13.32
FEDERAL FUND 2,095,269 1,816,166 -13.32
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2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
CONTROLLER'S OFFICE 3,606,855 3,937,896 3,988,951 1.30 4,048,525 1.49
GENERAL FUND 3,606,493 3,937,896 3,913,767 -.61 3,916,389 .07
INTER AGENCY TRANSFER 74,822 131,774 76.12
OTHER FUND 362 362 362
SECRETARY OF STATE 9,290,341 10,762,832 11,577,537 7.57 12,333,034 6.53
GENERAL FUND 5,663,729 6,231,619 7,750,891 24.38 8,341,307 7.62
BALANCE FORWARD 156,284 985,663 -100.00
INTER AGENCY TRANSFER 174,220 313,058 79.69
OTHER FUND 3,470,328 3,545,550 3,652,426 3.01 3,678,669 72
SoS HAVA ELECTION REFORM 3,015,979 19,088,637 4,822,812 -74.73 2,801,060 -41.92
GENERAL FUND 299,820 724 -99.76 1,325 83.01
BALANCE FORWARD 2,928,549 2,071,452 4,820,026 132.69 2,795,411 -42.00
FEDERAL FUND 16,166,810 -100.00
INTER AGENCY TRANSFER 550,555 2,062 -99.63 4,324 109.70
OTHER FUND 87,430
STATE TREASURER 1,749,127 1,919,094 2,170,915 13.12 2,194,972 1.1
GENERAL FUND 1,239,186 1,458,169 1,616,868 10.88 1,597,147 -1.22
BALANCE FORWARD -31,196 31,197 -100.00
INTER AGENCY TRANSFER 399,429 306,397 289,185 -5.62 336,586 16.39
OTHER FUND 141,708 123,331 264,862 114.76 261,239 -1.37
TREASURER HIGHER EDUCATION TUITIC 419,781 677,500 598,864 -11.61 643,561 7.46
INTER AGENCY TRANSFER 125,000 175,000 40.00
OTHER FUND 419,781 677,500 473,864 -30.06 468,561 -1.12
MILLENNIUM SCHOLARSHIP ADMINISTR/ 328,868 325,732 372,988 14.51 391,827 5.05
OTHER FUND 328,868 325,732 372,988 14.51 391,827 5.05
UNCLAIMED PROPERTY 722,758 814,530 1,024,127 25.73 1,051,120 2.64
OTHER FUND 722,758 814,530 1,024,127 25.73 1,051,120 2.64
NEVADA COLLEGE SAVINGS TRUST 199,391 531,921 578,297 8.72 628,232 8.63
BALANCE FORWARD -190,608 238,067 238,067 238,067
OTHER FUND 389,999 293,854 340,230 15.78 390,165 14.68
BOND INTEREST & REDEMPTION 134,038,395 182,202,498 206,282,068 13.22 226,446,485 9.78
BALANCE FORWARD -13,877,517 54,199,818 43,672,787 -19.42 54,227,499 2417
INTER AGENCY TRANSFER 741,249 6,760,241 4,763,664 -29.53 4,970,239 4.34
OTHER FUND 147,174,663 121,242,439 157,845,617 30.19 167,248,747 5.96
MUNICIPAL BOND BANK REVENUE 82,432,913 87,521,429 92,283,055 5.44 87,035,547 -5.69
BALANCE FORWARD -16,122 16,122 -100.00
OTHER FUND 82,449,035 87,505,307 92,283,055 5.46 87,035,547 -5.69
MUNICIPAL BOND BANK DEBT SERVICE 82,665,783 87,540,370 92,408,819 5.56 87,162,415 -5.68
INTER AGENCY TRANSFER 82,413,994 87,490,370 92,228,296 5.42 86,981,892 -5.69
OTHER FUND 251,789 50,000 180,523 261.05 180,523
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2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES

ETHICS COMMISSION 346,920 419,329 602,078 43.58 609,398 1.22
GENERAL FUND 111,387 141,814 202,295 42.65 202,828 .26
INTER AGENCY TRANSFER 10,671 12,965 21.50

INTERIM FINANCE 37,532 -100.00
OTHER FUND 235,533 239,983 389,112 62.14 393,605 1.15
TOTAL-ELECTED OFFICIALS 362,432,812 451,335,007 473,281,489 4.86 479,494,678 1.31
GENERAL FUND 27,263,101 29,428,964 34,354,194 16.74 32,492,691 -5.42
BALANCE FORWARD -12,258,413 64,986,125 54,946,425 -15.45 62,816,519 14.32
FEDERAL FUND 4,922,375 23,020,712 4,460,161 -80.63 4,230,085 -5.16
INTER AGENCY TRANSFER 100,620,826 110,621,699 116,072,026 4.93 112,144,062 -3.38
INTERIM FINANCE 1,787,532 .00
OTHER FUND 241,884,923 221,489,975 263,448,683 18.94 267,811,321 1.66
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2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
JUDICIAL BRANCH

DISTRICT JUDGE/SURVIVING SPOUSE PI 1,459,900 1,503,700 1,554,600 3.38 1,608,800 3.49
GENERAL FUND 1,459,900 1,503,700 1,554,600 3.38 1,608,800 3.49

SUPREME COURT 9,269,615 10,448,465 11,541,295 10.46 11,586,252 .39
GENERAL FUND 4,314,134 5,241,966 6,065,500 15.71 5,960,312 -1.73
INTER AGENCY TRANSFER 146,606 296,751 102.41
OTHER FUND 4,955,481 5,206,499 5,329,189 2.36 5,329,189

ADMINISTRATIVE OFFICE OF THE COUR 1,315,940 2,075,888 1,929,861 -7.03 1,902,032 -1.44
BALANCE FORWARD -194,789 480,696 305,468 -36.45 277,639 -9.11
OTHER FUND 1,510,729 1,595,192 1,624,393 1.83 1,624,393

DIVISION OF PLANNING & ANALYSIS 475,487 736,921 776,104 5.32 816,688 5.23
GENERAL FUND 342,218 500,414 654,272 30.75 686,670 4.95
FEDERAL FUND 113,994 236,507 113,994 -51.80 113,994
INTER AGENCY TRANSFER 19,275 7,838 16,024 104.44

UNIFORM SYSTEM OF JUDICIAL RECORI 837,735 2,103,394 1,831,161 -12.94 1,716,711 -6.25
BALANCE FORWARD -349,799 641,771 607,338 -5.37 487,888 -19.67
INTER AGENCY TRANSFER 226,507 115,964 80,000 -31.01 40,000 -50.00
OTHER FUND 961,027 1,345,659 1,143,823 -15.00 1,188,823 3.93

JUDICIAL EDUCATION 548,822 1,268,613 1,185,592 -6.54 1,142,035 -3.67
BALANCE FORWARD -205,858 492,574 395,347 -19.74 351,790 -11.02
INTER AGENCY TRANSFER 579
OTHER FUND 754,101 776,039 790,245 1.83 790,245

DISTRICT JUDGES' SALARY 11,319,873 11,661,641 11,664,365 .02 11,829,529 1.42
GENERAL FUND 11,319,873 11,661,641 11,664,365 .02 11,829,529 1.42

SPECIALTY COURT 1,535,197 4,427,073 2,964,931 -33.03 3,307,118 11.54
GENERAL FUND 328,586
BALANCE FORWARD -821,654 821,655 342,189 -58.35 684,376 100.00
FEDERAL FUND 34,557 159,663 -100.00
OTHER FUND 1,993,708 3,445,755 2,622,742 -23.88 2,622,742

JUDICIAL TRAVEL AND SUPPORT 178,565 496,506 568,765 14.55 661,246 16.26
BALANCE FORWARD -97,585 220,306 292,575 32.80 385,056 31.61
OTHER FUND 276,150 276,200 276,190 -.00 276,190

RETIRED JUSTICE DUTY FUND 283,145 650,698 1,728,199 165.59 2,288,826 32.44
GENERAL FUND 1,200,000 1,800,000 50.00
BALANCE FORWARD -85,977 172,120 167,572 -2.64 128,199 -23.50
OTHER FUND 369,122 478,578 360,627 -24.65 360,627

JUDICIAL SELECTION 13,073 4,998 8,859 77.25 8,859
GENERAL FUND 4,998 4,998 8,859 77.25 8,859
INTERIM FINANCE 8,075
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2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
CONSTITUTIONAL AGENCIES
LAW LIBRARY 1,382,358 1,455,866 1,457,805 13 1,505,750 3.29
GENERAL FUND 1,377,159 1,449,819 1,444,867 -.34 1,484,229 2.72
INTER AGENCY TRANSFER 8,163 16,746 105.15
OTHER FUND 5,199 6,047 4,775 -21.04 4,775
JUDICIAL DISCIPLINE 442,318 488,363 499,137 2.21 500,008 A7
GENERAL FUND 440,014 488,363 494,292 1.21 490,235 -.82
INTER AGENCY TRANSFER 4,845 9,773 101.71
OTHER FUND 2,304
TOTAL-JUDICIAL BRANCH 29,062,028 37,322,126 37,710,674 1.04 38,873,854 3.08
GENERAL FUND 19,586,882 20,850,901 23,086,755 10.72 23,868,634 3.39
BALANCE FORWARD 1,755,662 2,829,122 2,110,489 -25.40 2,314,948 9.69
FEDERAL FUND 148,551 396,170 113,994 113,994 .00
INTER AGENCY TRANSFER 246,361 115,964 247,452 113.39 379,294 53.28
INTERIM FINANCE 8,075
OTHER FUND 10,827,821 13,129,969 12,151,984 -7.45 12,196,984 .37
LEGISLATIVE BRANCH
LEGISLATIVE COUNSEL BUREAU 24,322,457 26,733,797 27,088,275 1.33 26,820,521 -.99
GENERAL FUND 23,136,891 22,116,106 25,567,295 15.60 26,364,616 3.12
BALANCE FORWARD -445,436 3,933,075 -100.00
HIGHWAY FUND 7,500 7,500 2,500 -66.67 2,500
INTER AGENCY TRANSFER 344,061 325,000 125,000 -61.54 115,000 -8.00
OTHER FUND 1,279,441 352,116 1,393,480 295.74 338,405 -75.72
NEVADA LEGISLATURE INTERIM 438,333 473,530 503,927 6.42 515,062 2.21
GENERAL FUND 475,115 473,530 503,927 6.42 515,062 2.21
BALANCE FORWARD -36,782
PRINTING OFFICE 2,936,219 5,443,495 3,345,002 -38.55 3,934,404 17.62
BALANCE FORWARD -1,218,096 2,029,514 -100.00
INTER AGENCY TRANSFER 4,154,240 3,413,981 3,337,002 -2.25 3,572,404 7.05
OTHER FUND 75 8,000 362,000 4,425.00
PRINTING OFFICE EQUIPMENT PURCHA! 1,314 85,142 -100.00
BALANCE FORWARD 1,314 85,142 -100.00
INTERIM FINANCE COMMITTEE 4,814,506 24,639,191 -100.00
GENERAL FUND 13,324,391 15,806,488 -100.00
BALANCE FORWARD -8,670,753 8,670,753 -100.00
HIGHWAY FUND 160,868 161,950 -100.00
TOTAL-LEGISLATIVE BRANCH 32,512,829 57,375,155 30,937,204 -46.08 31,269,987 1.08
GENERAL FUND 36,936,397 38,396,124 26,071,222 -32.10 26,879,678 3.10
BALANCE FORWARD -10,369,753 14,718,484 .00
HIGHWAY FUND 168,368 169,450 2,500 2,500 .00
INTER AGENCY TRANSFER 4,498,301 3,738,981 3,462,002 -7.41 3,687,404 6.51
OTHER FUND 1,279,516 352,116 1,401,480 298.02 700,405 -50.02
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2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %

Actual Work Program Governor Change Governor Change
Recommended Recommended
83,786,380 88,675,989 83,512,171 -5.82 83,241,003 -.32
-24,383,828 82,533,731 57,056,914 -30.87 65,131,467 14.15
5,070,926 23,416,882 4,574,155 -80.47 4,344,079 -5.03
168,368 169,450 2,500 -98.52 2,500
105,365,488 114,476,644 119,781,480 4.63 116,210,760 -2.98
8,075 1,787,532

253,992,260 234,972,060 277,002,147 17.89 280,708,710 1.34
424,007,669 546,032,288 541,929,367 -75 549,638,519 1.42
105,365,488 114,476,644 119,781,480 4.63 116,210,760 -2.98
318,642,181 431,555,644 422,147,887 -2.18 433,427,759 2.67
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FINANCE AND ADMINISTRATION

Finance and Administration includes those agencies that generally control, coordinate,
assist and provide services to other agencies and programs in state government.
These include the Department of Administration, which includes the Budget Division,
Internal Audit, Insurance Loss and Prevention, Purchasing, Buildings and Grounds and
the Public Works Board; the Department of Taxation; the Department of Personnel; and
the Department of Information Services.

The Governor has recommended General Fund appropriations for Finance and
Administration of $88.2 million in FY 2005-06 and $72.2 million in FY 2006-07. After
excluding appropriations for salary adjustments ($51.0 million over the 2005-07
biennium) and information technology projects (including the Department of Taxation,
$43.9 million over the 2005-07 biennium), General Fund appropriations are
recommended to increase by 11.8 percent in FY 2005-06 over FY 2004-05 levels and
decrease by 11.9 percent in FY 2006-07. The large increase in FY 2005-06 is due
mainly to additional personnel for the Department of Taxation added during the interim
period with the approval of the Interim Finance Committee and deferred maintenance
funds for state buildings recommended within the Buildings and Grounds budget. The
budget recommendations for all funding sources are $170.2 million in FY 2005-06 and
$169.5 million in FY 2006-07 after inter-agency transfers are deducted.

DEPARTMENT OF ADMINISTRATION

BUDGET AND PLANNING DIVISION

The Budget and Planning Division provides policy direction, management oversight and
coordinated planning for state agencies. The division’s primary duties are to prepare
and present The Executive Budget and to provide staff support to the State Board of
Examiners and the Economic Forum. The Governor's budget recommends 2 new
positions: a new Chief Assistant for Policy and Planning and a Public Service Intern.
Total funding is recommended at $3.2 million in FY 2005-06, with an increase to
$3.7 million in FY 2006-07, compared to the legislatively approved amount for
FY 2004-05 of $3.3 million.

SALARY ADJUSTMENTS

The Executive Budget recommends a 2 percent salary increase for all employee groups
(state, UCCSN and school districts) in each year of the 2005-07 biennium. An
additional two-grade pay increase is recommended for law enforcement personnel
within the Department of Corrections, Public Safety, Wildlife and Conservation and
Natural Resources. A two-grade pay increase is also recommended for nurses,
dispatchers and some youth correctional staff.
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ADMINISTRATIVE SERVICES DIVISION

The Administrative Services Division provides administrative support to the Department
of Administration, including accounting, budgeting, contract administration, fiscal, and
management analysis. The division also provides fiscal services to the Board of
Examiners, the Governor's Office, the Deferred Compensation Committee, and the
Ethics Commission. The division allocates charges to the divisions and agencies it
serves to pay for its operations. The Executive Budget recommends the addition of
2 positions, an Administrative Services Officer Il and an Accounting Assistant Il. Total
funding for this division is recommended in the amount of $1.8 million for FY 2005-06,
which is an increase of 5.7 percent when compared to the legislatively approved
amount for FY 2004-05. In FY 2006-07, funding is recommended to increase
8.2 percent from FY 2005-06.

INFORMATION TECHNOLOGY DIVISION

The Information Technology Division provides budgetary oversight of designated large
information technology projects for state agencies and provides a budgetary perspective
to statewide information technology issues. In addition, the division provides
operational oversight of the Integrated Financial System, the Nevada Executive Budget
System, and the Enterprise Electronic Payment System and direct project management
of Department of Administration information technology projects. The Executive Budget
recommends the addition of one new Information Services Manager position to
accommodate the increased number of information technology projects for which the
division will provide oversight during the 2005-07 biennium.

The Executive Budget recommends funding of approximately $21.2 million in
FY 2005-06 and $5.8 million in FY 2006-07 for a total of 19 separate information
technology projects for which the division will provide budgetary and/or direct project
management oversight. Of the total funding for these projects, approximately
$20.2 million is recommended from the General Fund, $5.7 million from the Highway
Fund, $922,030 from federal funds, and $184,572 from other funds. Specific projects
recommended include an Offender Tracking System for the Department of Corrections,
Phase IV of the Digital Microwave Upgrade project for the Department of Information
Technology, and the Nevada “1" Electronic Application expansion project for the
Welfare Division.

INSURANCE AND L OSS PREVENTION

The Insurance and Loss Prevention Division (Risk Management) has two major areas of
responsibility:

. Insurance and Loss Prevention — This is the administration of the large deductible

property insurance program; the self-funded automobile physical liability program;
the insurance purchase and management of commercial insurance policies; and
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the provision of training, technical assistance and loss prevention information and
feedback to agency management and representatives.

e  Workers’ Compensation — This is the negotiation, purchase, and oversight of the
Workers’ Compensation Insurance Policy and Program; the coordination and
oversight of the statewide safety program; and the promotion and adoption of loss
prevention programs to minimize risk.

The Executive Budget recommends total funding of $24.3 million in FY 2005-06, which
represents a 6.8 percent increase over FY 2004-05, and $25.5 million in FY 2006-07, an
additional 5.0 percent increase over the previous year. Costs associated with the
Workers’ Compensation program are recommended at $15.0 million in FY 2005-06 and
$16.4 million in FY 2006-07, compared to the FY 2004-05 work program amount of
$13.8 million. These budget amounts provide for claim costs up to the $2.5 million
deductible, insurance premiums for claim costs that exceed $2.5 million (per incident),
and associated broker fees. In addition, reserves for unexpected workers’
compensation claims are recommended at $5.0 million in FY 2005-06 and $4.7 million
in FY 2006-07. Below is a summary of the workers’ compensation rates assessed by
Risk Management to State agencies (up to $36,000 salary per employee per calendar
year):

Workers’ Calendar Calendar Calendar Calendar
Compensation Year 2004 Year 2005 Year 2006 Year 2007
(Gov Rec) (Gov Rec)
Central Payroll 0.0466 0.0152 0.0286 0.0208
NDOT 0.0262 0.0544 0.0544 0.0444

Expenses for all other lines of coverage besides workers’ compensation (deductible
amounts, insurance premiums, and broker fees) are recommend at $1.6 million in
FY 2005-06 and $1.7 million in FY 2006-07 compared to the FY 2004-05 work program
amount of $2.0 million. In addition, reserves for unexpected claims (other than workers’
compensation) are recommended at $750,877 in FY 2005-06 and $759,092 in
FY 2006-07.

DIVISION OF INTERNAL AUDITS

The Division of Internal Audits consists of three sections: The Internal Audits section,
which provides innovative solutions to improve the efficiency and effectiveness of
executive branch agencies; the Financial Management section, which reviews executive
branch agencies’ internal controls and provides training to ensure effective financial
administration; and the Post Review section, which statistically samples executive
branch agency transactions for compliance with laws, regulations, guidelines, and
contract stipulations. The Internal Audits section also independently reports to the
Executive Branch Audit Committee, which the Governor chairs, and includes the
Lieutenant Governor, Secretary of State, State Treasurer, State Controller, Attorney
General, and a representative of the public. General Fund support for the division in
FY 2005-06 is recommended at $2.1 million, which represents an increase of
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3.5 percent over FY 2004-05 with an additional 8.0 percent increase recommended in
FY 2006-07.

STATE MOTOR POOL

The Motor Pool Division is responsible for the administration of the state’s vehicle fleet
and currently maintains and services 744 vehicles. State agencies have access to
vehicles in Carson City, Reno and Las Vegas; service and maintenance of the vehicles
are provided at the three facilities. Funding for the division is primarily generated from
vehicle rental charges. The Executive Budget includes an increase in the daily rates
and monthly rates for all types of vehicles. The cost for each type of monthly rental is
recommended to increase by $13 per month, and the daily rental rates are
recommended to increase by $2 per day for each type of vehicle; per mile surcharges
are recommended to increase by two cents per mile. The recommended budget
includes funding in the amount of $60,172 to demolish the existing Las Vegas Motor
Pool facility in preparation for the Las Vegas facility’s move to another location. Overall
funding for the Motor Pool Division is recommended at $4.6 million, an increase of 12.2
percent in FY 2005-06 from the FY 2004-05 legislatively approved amount, and an
additional 6.8 percent is recommended in FY 2006-07.

In the Motor Pool Vehicle Purchase budget account, the Governor recommends the
purchase of 151 replacement vehicles at a cost of $2,662,262 over the
2005-07 biennium and 41 additional vehicles in FY 2005-06 at a cost of $718,957.
Transfers of depreciation from the main Motor Pool budget account and transfers from
operating reserve will fund the acquisition of the replacement and new vehicles. The
Governor also recommends a one-shot appropriation from the General Fund to
purchase 54 new vehicles at a cost of $1,100,603 FY 2005-06 and FY 2006-07.

CoMMODITY FOOD PROGRAM

The Commodity Food Program administers the distribution of food received from the
U.S. Department of Agriculture (USDA). Congress authorizes food program
entittements and benefits annually. There is no General Fund appropriation in this
account. Food distribution is carried out through three sub-programs. The first
distributes food to schools, childcare sites, charitable organizations, senior nutrition
programs, and summer camps. The second program distributes food to needy
households residing on Indian reservations. The third, the Emergency Food Assistance
Program, distributes surplus products to food banks for re-distribution to low-income
households statewide. The Executive Budget recommends funding for a new
Warehouse Driver/Supervisor position to support the Commodity Supplemental Food
Program in the Las Vegas Warehouse. The position is recommended to be funded
from service and handling charges for processed food. Position costs would be
$32,776 in FY 2005-06 and 48,178 in FY 2006-07.
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DIVISION OF BUILDINGS AND GROUNDS

The Buildings and Grounds Division provides physical maintenance and housekeeping
for most state-owned and leased buildings. The Capitol Police Division of the
Department of Public Safety provides security services for certain buildings. The
Buildings and Grounds Division recovers the security cost as part of the rent charged to
state agencies and pays the Department of Public Safety for the service. The primary
source of funding for the division is rent charged to state agencies for the use of
state-owned building space. Rents collected by the division will total approximately
$28.6 million over the 2005-07 biennium through a charge of $0.91 per gross square
foot.

The Executive Budget recommends $1.2 million in FY 2005-06 and $669,355 in
FY 2006-07 for building maintenance and renovation projects funded through building
rent revenue. In addition, a General Fund appropriation of approximately $5 million and
a Highway Fund appropriation of $150,000 are recommended for deferred building
maintenance projects. The Executive Budget also recommends $691,157 in
FY 2005-06 and $772,721 in FY 2006-07 for operating and utility costs that will be
necessary for the new Department of Motor Vehicles (DMV) building in North Las Vegas
and the new Department of Conservation and Natural Resources (DCNR) building in
Carson City that will be occupied during the 2005-07 biennium.

The Executive Budget recommends the addition of 6 new positions due to the growth in
the number of facilities managed by the division. Total funding for the Buildings and
Grounds account is recommended to increase from $18.0 million in FY 2004-05 to
$23.5 million in FY 2005-06 and decrease to $17.5 million in FY 2006-07.

STATE PuBLIC WORKS BOARD

The State Public Works Board consists of 7 members. The Director of the Department
of Administration serves as a member of the board, and the 6 other members are
appointed by the Governor to terms of four years. The State Public Works Board,
through its operational staff, is responsible for developing the recommended capital
improvement program (CIP), the advance planning, design, and construction of the
projects included in the approved CIP, and the provision of architectural and
engineering services to all state agencies.

The Executive Budget recommends the addition of 1 new Project Manager position to
the current operational staffing of 60 positions, due to the increase in the size of the
recommended capital improvement program for the 2005-07 biennium. The new
position would be funded through the collection of project management and inspection
fees assessed against public works projects. Total funding from project management
and inspection fees is recommended to increase from $4.6 million in FY 2004-05 to
$5.1 million in FY 2005-06 and $5.2 million in FY 2006-07. Total funding from the
General Fund is recommended to increase from $832,402 in FY 2004-05 to $925,889 in
FY 2005-06 and $931,788 in FY 2006-07.
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HEARINGS DIVISION

The Hearings Division is responsible for adjudicating contested workers’ compensation
claims for private and public-insured employees, and establishing a bi-level appeal
system, utilizing administrative hearings officers at the first administrative level of
appeal. Appeals officers, appointed by the Governor, process the second
administrative level of appeal. The decision of the appeals officer is the final and
binding administrative determination of a workers’ compensation claim, and is limited to
judicial review by the district court. The division also conducts hearings in Victims of
Crime cases and for various state agencies pursuant to interagency agreements.
Funding for the division comes primarily from the Workers’ Compensation and Safety
Fund, with nominal revenues derived from state agencies and the Victims of Crime
program. The Governor recommends the addition of 2 positions, a Legal Secretary |l
and an Administrative Assistant, due to the division’s move to a new office during
FY 2003-04. The recommended budget increases from $4.1 million in FY 2004-05 to
$4.6 million in FY 2005-06 and $4.7 million in FY 2006-07.

VICTIMS OF CRIME

The Victims of Crime program provides compensation to Nevada residents and visitors
who are victims of violent crimes committed in the state. Compensation may include
counseling, lost wages, financial losses to those responsible for maintaining the victim,
living expenses, and funeral and burial expenses. Funding for this program is primarily
federal grants and court assessments, fines and fees. From April 2002 to April 2004,
claims were reimbursed at a rate of 80 percent. Beginning in April 2004, claims
reimbursement was increased to 100 percent. The federal grant that funds this program
decreased 21.7 percent FY 2003-04. As a result, overall funding for the program is
recommended to decrease by 7.7 percent in FY 2005-06 compared to the legislatively
approved amount in FY 2004-05. Funding decreases an additional 2.0 percent in FY
2006-07.

DEPARTMENT OF TAXATION

The Department of Taxation is responsible for administration of most of the tax laws of
the state of Nevada, as well as the Local Government Budget Act. In FY 2003-04,
gross revenue collected by the Department of Taxation was $3,644,831,624, an
increase of $713,951,836, or 24.4 percent, above FY 2002-03 revenue collections.
General Fund revenues as collected by the Department as compared to projections in
FY 2003-04 are noted as follows:
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Revenue Source Projected Actual Dollar Change Percent
Mining Taxes $ 11,433,000 $ 16,817,927 $ 5,384,927 47.1%|
Sales & Use Taxes $ 728,392,000 $ 790,602,667 $ 62,210,667 8.5%
Live Entertainment - Non-Gaming $ 27,491,000 $ 4,345,868 $ (23,145,132) -84.2%
Insurance Premium Taxes $ 179,671,000 $ 194,218,036 $ 14,547,036 8.1%
Liquor Tax $ 31,488,200 $ 33,025,941 $ 1,537,741 4.9%
Cigarette Tax $ 107,650,000 $ 106,770,729 $ (879,271) -0.8%)
Other Tobacco Tax $ 5,977,100 $ 6,927,276 $ 950,176 15.9%
Business License Fee $ 22,729,000 $ 11,851,752 $ (10,877,248) -47.9%
Business License Tax $ 20,308,000 $ 22,216,500 $ 1,908,500 9.4%
Modified Business Tax - Non-Financial $ 139,688,000 $ 146,161,812 $ 6,473,812 4.6%
Modified Business Tax - Financial $ 15,469,000 $ 15,487,677 $ 18,677 0.1%)
Branch Bank Excise Tax $ 1,302,000 $ 1,508,192 $ 206,192 15.8%)
Real Property Transfer Tax $ 51,423,000 $ 88,024,738 $ 36,601,738 71.2%
Total $ 1,343,021,300 $ 1,437,959,115 $ 94,937,815 7.1%)

The Governor’'s recommended budget for the 2005-07 biennium for the Department of
Taxation provides General Fund support in the amount of approximately $69.3 million,
an increase of $37.2 million over the $32.1 million approved for the 2003-05 biennium.
Not included in the General Fund appropriation for the 2003-05 biennium is
approximately $22.9 million as allocated by the Interim Finance Committee (IFC) to fund
the costs of 98.49 new positions and costs related to the implementation of the
Department’s Unified Tax System (UTS). The 2003 Legislature and the 20™ Special
Session provided an appropriation of $27.5 million to the IFC for information technology
and additional operating costs that may be required by the department and other state
agencies to implement or modify the collections of state General Fund revenues.

The Executive Budget recommends the continuation of 323.51 positions for the
department (includes the 98.49 positions as approved by the IFC during the
2003-05 biennium) and recommends $23.7 million from the state General Fund to
continue the development and implementation of the UTS. The Board of Examiners
has approved a contract with Accenture LLP for the development and implementation of
the UTS. The estimated cost for the development and implementation of the UTS totals
$40.5 million over five fiscal years (2004-2008) with $14.6 million provided over the
2003-05 biennium, $24.0 million requested over the 2005-07 biennium and $1.9 million
required in FY 2007-08.

DEPARTMENT OF INFORMATION TECHNOLOGY

The Department of Information Technology provides state agencies of the Executive
Branch with a centralized source of information technology related services. Services
provided include programming, project management, planning, database management,
computing, communications, and technical services. The Executive Budget
recommends total funding for the department in the amount of $34.6 million in
FY 2005-06, which represents a decrease of 7.7 percent from FY 2004-05. Funding
recommended in FY 2006-07 increases 1.8 percent over the previous year.
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DIRECTOR’S OFFICE

The Director’s Office provides administrative, financial management, billing, and clerical
support to the functional divisions in the department. In addition, the Director’s Office
contains the Contract Administration Unit that is responsible for developing and issuing
requests for proposals for information technology projects and for coordinating and
monitoring the utilization of information technology consultants through master service
agreements.

The Executive Budget recommends $505,124 in FY 2005-06 and $854,069 in
FY 2006-07 for funding of 9 new positions and associated operating, equipment, travel
and training costs for the department’s Security Unit to assist in mitigating vulnerabilities
with the state’s utilization of technology. For the department’s Fiscal Unit, the Governor
proposes the addition of a new position to support the department’s rate development
process; funding of $60,000 for an accounting system; and funding of $15,000 in each
year of the 2005-07 biennium for a contractor to conduct a review of the rate model.

PLANNING AND RESEARCH DIVISION

The Planning and Research Division is responsible for assisting state agencies in
planning for information technology projects, including assisting in acquiring and
evaluating cost estimates for information technology alternatives and developing budget
requests. In addition, the division is also responsible for developing the department’'s
strategic information technology plan and capacity plan, and supporting the statewide
information technology policy committees.

The Governor proposes the establishment of a Project Oversight Unit to provide
oversight to project managers and quality assurance personnel assigned to information
technology projects. The unit would be staffed with three existing project management
positions and one position transferred from the Application Design and Development
Division. Funding for the unit is recommended through an assessment on agency
information technology projects. The Executive Budget also recommends the addition
of a new position to provide support to the statewide information technology policy
committees and to provide financial and management analysis for the division.

APPLICATION DESIGN AND DEVELOPMENT DIVISION

The Application Design and Development Division is responsible for application
development and maintenance programming, production support, web page support,
database development and administration, and information technology project
management services. The Governor proposes the transfer of 33 programming,
database administration, and technical services positions that provide support to the
NOMADS program to the Welfare Division and the transfer of 2 database administration
positions that provide support to the UNITY program to the Child and Family Services
Division. In addition, The Executive Budget recommends $199,715 in FY 2005-06 and
$234,913 in FY 2006-07 for additional staff training and the replacement of computer
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hardware and software to support existing applications and to develop application
replacement plans.

COMPUTING DIVISION

The Computing Division is responsible for managing, operating, and supporting the
state’s mainframe server, Internet servers, and application servers in a secure
24/7 environment. Staff provides computer operation and production services, server
systems software support, tape library management, disk storage management, help
desk services, data security functions, printing services, server maintenance, Internet
infrastructure monitoring and maintenance, web application hosting, e-malil
management, and disaster recovery services.

The Executive Budget recommends $2,148,572 in FY 2005-06 and $209,352 in
FY 2006-07 (including $1,853,775 from a General Fund appropriation recommended in
the Information Technology Project budget) to establish a second disaster recovery site
and a virtual tape storage facility for the State. The site will provide near real-time
replication of data. This project represents the second phase of a three-phase plan for
business continuity and disaster recovery for computing resources managed by the
department. The Executive Budget also recommends $417,610 in FY 2005-06 and
$110,974 in FY 2006-07 for an upgrade to the existing Z900 mainframe server.
Capacity planning performed by the department indicates that mainframe utilization will
reach 85 percent of current capacity in March 2006.

The Governor is proposing the addition of 2 new positions for the division to support the
growth in the Internet services function and to support the newly installed z/VM and
Z/LINUX operating systems. An additional new position is recommended to be shared
with the Communications Division to provide financial and operational support to
management of these two divisions. The Executive Budget also recommends $437,500
in FY 2006-07 for a single sign-on/authentication program for users of multiple state
computer systems.

DATA COMMUNICATIONS AND TECHNICAL SERVICES

The Data Communications and Technical Services account consists of the Network
Engineering Unit and Technical Services Unit of the Communication Division. The
Network Engineering Unit is responsible for developing, maintaining, and operating the
statewide data communication infrastructure. This includes the state’s wide area
network that provides Internet access and data communication lines for state agencies.
The Technical Services Unit provides personal computer and local area network
support to requesting agencies.

The Executive Budget recommends $498,915 in FY 2005-06 and $175,018 in
FY 2006-07 to fund new and replacement equipment to maintain the state’s wide-area
network infrastructure. In addition, the Governor proposes the transfer of 10 technical
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services positions to the Child and Family Services Division; these positions provide
application help desk support for the UNITY program.

TELECOMMUNICATIONS UNIT

The Telecommunications Unit of the Communications Division is responsible for
developing, operating and maintaining a statewide telephone network, which integrates
state-owned PBX switches and commercial telephone service. The unit provides
services for state phone lines, voice mail, toll free service, phone credit cards, voice
system administration, conference calling, and state telephone operators.

The Executive Budget recommends $666,000 in FY 2005-06 to fund the replacement of
telephone switches and voice mail systems due to end of manufacturer support and to
upgrade selected call accounting and call management systems to ensure compatibility
with the replacement switches. In addition, The Executive Budget recommends
$49,500 in FY 2005-06 and $202,000 in FY 2006-07 to fund telephone system capacity
expansion and to allow for video conferencing through Ethernet connections.

COMMUNICATIONS SYSTEMS UNIT

The Communications Systems Unit of the Communications Division is responsible for
the installation, operation and maintenance of the State microwave system and remote
communication sites. The unit provides site space rental, microwave channel rental,
DS1 circuits, and site power recovery. The Executive Budget recommends $424,004 in
FY 2005-06 and $312,205 in FY 2006-07 to fund new and replacement equipment to
operate and maintain the microwave system.

DEPARTMENT OF PERSONNEL

The Department of Personnel is funded by uniform assessments to all state agencies
for personnel and payroll services. The Governor’'s recommended budget in FY 2005-06
of $12.6 million is a 13.4 percent increase over the FY 2004-05 legislatively approved
budget of $11.1 million. Recommended funding for FY 2006-07 increases by
5.3 percent to $13.3 million. The Governor recommends an increase in the personnel
assessment rate from the current rate of .97 percent of employee gross salaries to
1.03 percent in FY 2005-06 and to 1.0 percent in FY 2006-07. The personnel
assessment funds the costs of recruitment, examining, classification, pay and training
that the Department of Personnel performs. Elected and unclassified salaries are not
charged this assessment.

The Governor recommends the payroll assessment decrease from the current rate of
.35 percent of employee gross salaries to .33 percent in FY 2005-06 and to .31 percent
in FY 2006-07. The payroll assessment funds the cost of operating the payroll section
of the Department.
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The Governor recommends several upgrades to the Nevada Employee Action and
Timekeeping System (NEATS). The recommendations are as follows:

1. Funding to replace the existing applicant tracking system and to offer online
applications processing for state job seekers, at a cost of $285,500 over the
biennium;

2. Funding for a time-data-capture module to ensure that timesheets have
appropriate approvals and state employees’ paychecks are correct, at a cost of
$50,050 in FY 2006-07;

3. Funding for an employee incident tracking module for employee grievances,
appeals and discrimination claims, at a cost of $98,700 in FY 2006-07;

4. Funding for a time data capture module to track leave and overtime pre-approvals,
in order to provide a consistent electronic overtime and leave approval process for
employees, at a cost of $54,075 in FY 2005-06;

5. Funding for an employee training location scheduling feature to consolidate
scheduling for multiple training locations in one centralized master calendar at a
cost of $97,475 in FY 2006-07; and

6. Funding for an employee-training module that permits waiting lists for state training
classes, to ensure optimal class attendance, at a cost of $40,075 in FY 2005-06.

In addition, the Governor recommends conversion of approximately 13 years of
Personnel records from microfiim to the Department’s digital imaging database,
established by the state Micrographics Division with funding from the 2003 Legislature.
This enhancement would cost $138,354 in FY 2005-06.

The Executive Budget recommends the addition of 2 positions to the Department. The
first is a Program Officer I, to be assigned to the IFS-HR Help Desk. This position
would cost $39,462 in FY 2005-06 and $39,633 in FY 2006-07. The second position
relates to the Discrimination/Harassment Unit created by the 2003 Legislature. The
Governor recommends the addition of a Personnel Analyst Il to the Unit’s office in Las
Vegas; this position would cost $60,352 in FY 2005-06 and $57,020 in FY 2006-07.

Funding is recommended to certify 80 managers in the Certified Public Manager (CPM)
program, which was proposed by Personnel and approved by the 2003 Legislature.
Recommended funding of $99,388 in FY 2005-06 and $87,621 in FY 2006-07 will pay
cost of six courses of specialized training.

Finally, the department, working with the Personnel Task Force, developed
recommendations to transfer over 200 positions from classified to unclassified status.
The Task Force did not review positions in the following agencies: Elected Officials,
Economic Development, Gaming Control Board, Public Utilities Commission, Colorado
River Commission, Minerals, or the Public Employees' Benefit Program. The Executive
Budget recommends including in the unclassified service all Deputy Directors, Division
Administrators, Deputy Administrators, Bureau Chiefs, Attorneys, Hearing Officers,
Executive Assistants and Public Information Officers. The salary level for each of these
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positions was reviewed and adjustments were recommended in The Executive Budget
at a total cost of $5.5 million over the 2005-07 biennium.
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BASN Nevada Legislative Counsel Bureau
FISBU510F Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
FINANCE & ADMINISTRATION
DEPARTMENT OF ADMINISTRATION

BUDGET AND PLANNING 2,940,191 3,250,722 3,194,860 -1.72 3,656,428 14.45
GENERAL FUND 2,680,835 2,949,933 2,803,530 -4.96 3,218,922 14.82
INTER AGENCY TRANSFER 259,356 300,643 391,330 30.16 437,360 11.76
OTHER FUND 146 -100.00 146

JUDICIAL COLL & COLL OF JUVENILE & F 375,000 375,000
GENERAL FUND 375,000 375,000

GENERAL FUND SALARY ADJUSTMENTS 5,725,502 21,095,832 268.45 29,894,024 41.71
GENERAL FUND 5,725,502 21,095,832 268.45 29,894,024 41.71

HIGHWAY FUND SALARY ADJUSTMENT 1,621,717 5,772,148 255.93 9,000,253 55.93
HIGHWAY FUND 1,621,717 5,772,148 255.93 9,000,253 55.93

ADMIN - ADMINISTRATIVE SERVICES 1,336,167 1,659,149 1,753,272 5.67 1,896,536 8.17
BALANCE FORWARD 108,336 232,130 234,618 1.07 222,262 -5.27
INTER AGENCY TRANSFER 1,227,831 1,427,019 1,518,654 6.42 1,674,274 10.25

DEFERRED COMPENSATION COMMITTEI 119,604 249,423 240,374 -3.63 252,986 5.25
BALANCE FORWARD -22,898 95,580 97,890 242 110,502 12.88
OTHER FUND 142,502 153,843 142,484 -7.38 142,484

MERIT AWARD BOARD 3,849 5,000 5,000 5,000
GENERAL FUND 3,849 5,000 5,000 5,000

INFORMATION TECHNOLOGY DIVISION 842,391 890,990 931,254 4.52 948,539 1.86
GENERAL FUND 842,391 890,990 928,149 4.17 942,148 1.51
INTER AGENCY TRANSFER 3,105 6,391 105.83

INFORMATION TECHNOLOGY PROJECTS 5,049,859 7,728,593 21,218,749 174.55 5,784,998 -72.74
GENERAL FUND 1,878,034 2,005,482 17,990,323 797.06 2,196,642 -87.79
BALANCE FORWARD -348,760 348,760 -100.00
FEDERAL FUND 627,429 294,601 -53.05
HIGHWAY FUND 1,828,245 4,998,445 2,455,378 -50.88 3,254,802 32.56
INTER AGENCY TRANSFER 422,745 375,906 21,501 -94.28 2,102 -90.22
INTERIM FINANCE 1,269,595
OTHER FUND 124,118 36,851 -70.31

INSURANCE & LOSS PREVENTION 18,187,102 22,769,040 24,322,443 6.82 25,530,959 4.97
BALANCE FORWARD -4,102,020 4,103,842 4,986,328 21.50 5,785,543 16.03
INTER AGENCY TRANSFER 22,263,409 18,658,869 19,273,421 3.29 19,682,722 2.12
OTHER FUND 25,713 6,329 62,694 890.58 62,694

INDIGENT SUPPLEMENTAL ACCOUNT 6,214,103 7,220,181 7,525,407 4.23 9,524,846 26.57
BALANCE FORWARD -17,984 202,154 -100.00 1,312,360
OTHER FUND 6,232,087 7,018,027 7,525,407 7.23 8,212,486 9.13

INDIGENT ACCIDENT ACCOUNT 3,038,292 17,500,974 22,637,344 29.35 31,937,987 41.09
BALANCE FORWARD 2,325,446 8,965,880 11,310,488 26.15 19,599,778 73.29
OTHER FUND 712,846 8,535,094 11,326,856 32.71 12,338,209 8.93
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BASN
FISBU510F

Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
FINANCE & ADMINISTRATION

DIVISION OF INTERNAL AUDIT 1,710,018 2,013,536 2,118,929 5.23 2,323,909 9.67
GENERAL FUND 1,710,018 2,013,536 2,083,081 3.45 2,251,177 8.07
INTER AGENCY TRANSFER 35,848 72,732 102.89

MOTOR POOL 3,645,761 4,142,411 4,646,225 12.16 4,962,136 6.80
BALANCE FORWARD -84,391 339,116 260,071 -23.31 270,769 4.1
INTER AGENCY TRANSFER 3,697,153 3,759,289 4,353,155 15.80 4,658,368 7.01
OTHER FUND 32,999 44,006 32,999 -25.01 32,999

MOTOR POOL VEHICLE PURCHASE 1,417,273 1,950,928 2,809,889 44.03 2,298,516 -18.20
BALANCE FORWARD 314,781 702,256 1,296,534 84.62 733,610 -43.42
INTER AGENCY TRANSFER 1,001,647 1,207,969 1,412,510 16.93 1,464,061 3.65
OTHER FUND 100,845 40,703 100,845 147.76 100,845

PURCHASING 2,249,210 2,469,727 2,708,529 9.67 2,765,022 2.09
BALANCE FORWARD 78,586 301,713 158,054 -47.61 213,455 35.05
INTER AGENCY TRANSFER 2,046,248 2,074,422 2,471,733 19.15 2,472,825 .04
OTHER FUND 124,376 93,592 78,742 -15.87 78,742

PURCHASING - EQUIPMENT PURCHASE 4,443
BALANCE FORWARD 4,443

COMMODITY FOOD PROGRAM 6,122,687 7,231,987 8,079,711 11.72 8,337,469 3.19
BALANCE FORWARD -209,121 1,463,330 1,442,368 -1.43 1,684,733 16.80
FEDERAL FUND 1,486,667 1,188,460 1,486,667 25.09 1,486,667
INTER AGENCY TRANSFER 103,495 103,014 127,026 23.31 127,017 -.01
OTHER FUND 4,741,646 4,477,183 5,023,650 12.21 5,039,052 .31

BUILDINGS & GROUNDS 14,047,371 18,012,593 23,458,355 30.23 17,460,925 -25.57
GENERAL FUND 4,978,607 -100.00
BALANCE FORWARD -812,867 2,825,026 2,702,309 -4.34 2,024,259 -25.09
HIGHWAY FUND 150,000 -100.00
INTER AGENCY TRANSFER 14,853,708 15,180,028 15,620,909 2.90 15,430,136 -1.22
OTHER FUND 6,530 7,539 6,530 -13.38 6,530

MAIL SERVICES 6,622,220 7,126,933 6,851,824 -3.86 6,953,996 1.49
BALANCE FORWARD 120,485 355,246 375,399 5.67 249,543 -33.53
INTER AGENCY TRANSFER 6,501,735 6,771,687 6,476,425 -4.36 6,704,453 3.52

MAIL SERVICES - EQUIPMENT PURCHAS 232 337,107 387,942 15.08 155,898 -59.81
BALANCE FORWARD -92,819 238,540 310,745 30.27 30,386 -90.22
INTER AGENCY TRANSFER 93,051 98,567 77,197 -21.68 125,512 62.59

CLEAR CREEK YOUTH CENTER 82,858 236,496 99,470 -57.94 101,777 2.32
GENERAL FUND 46,263 62,339 63,246 1.45 64,643 2.21
INTER AGENCY TRANSFER 824 1,734 110.44
OTHER FUND 36,595 174,157 35,400 -79.67 35,400

MARLETTE LAKE 500,036 853,731 776,939 -8.99 949,225 2217
BALANCE FORWARD -119,888 157,233 298,181 89.64 470,467 57.78
INTER AGENCY TRANSFER 244,742 206,860 -100.00
OTHER FUND 375,182 489,638 478,758 -2.22 478,758
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FISBU510F

Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
FINANCE & ADMINISTRATION
PUBLIC WORKS ADMINISTRATION 3,422,718 832,402 948,667 13.97 968,108 2.05
GENERAL FUND 759,815 832,402 925,889 11.23 931,788 .64
INTER AGENCY TRANSFER 22,778 36,320 59.45
INTERIM FINANCE 2,662,903
PUBLIC WORKS INSPECTION 4,211,913 4,784,712 5,281,225 10.38 5,402,248 2.29
BALANCE FORWARD -251,214 348,159 -100.00
INTER AGENCY TRANSFER 35,000 35,000 35,000 35,000
OTHER FUND 4,428,127 4,401,553 5,246,225 19.19 5,367,248 2.31
DEPT OF ADMINISTRATION - HEARINGS 4,017,792 4,159,397 4,551,760 9.43 4,668,665 2.57
INTER AGENCY TRANSFER 2,232 1,605 2,232 39.07 2,232
OTHER FUND 4,015,560 4,157,792 4,549,528 9.42 4,666,433 2.57
VICTIMS OF CRIME 5,805,793 6,283,381 5,801,963 -7.66 5,689,063 -1.95
BALANCE FORWARD -58,791 271,583 285,506 5.13 258,455 -9.47
FEDERAL FUND 1,995,000 1,995,000 1,561,101 -21.75 1,561,101
OTHER FUND 3,869,584 4,016,798 3,955,356 -1.53 3,869,507 -2.17
TOTAL-DEPARTMENT OF ADMINISTRATIC 91,591,883 129,056,632 177,593,111 37.61 181,844,513 2.39
GENERAL FUND 7,921,205 14,485,184 51,248,657 253.80 39,879,344 -22.18
BALANCE FORWARD -3,168,676 20,950,548 23,758,491 13.40 32,966,122 38.76
FEDERAL FUND 3,481,667 3,183,460 3,675,197 15.45 3,342,369 -9.06
HIGHWAY FUND 1,828,245 6,620,162 8,377,526 26.55 12,255,055 46.28
INTER AGENCY TRANSFER 52,752,352 50,200,878 51,843,648 3.27 52,933,239 2.10
INTERIM FINANCE 3,932,498
OTHER FUND 24,844,592 33,616,400 38,689,592 15.09 40,468,384 4.60
DEPARTMENT OF TAXATION
DEPARTMENT OF TAXATION 19,846,461 36,745,403 38,213,117 3.99 33,845,150 -11.43
GENERAL FUND 15,395,363 16,692,636 36,991,939 121.61 32,291,350 -12.71
BALANCE FORWARD -649,804 649,804 -100.00
INTER AGENCY TRANSFER 4,336,156 18,601,399 584,261 -96.86 960,343 64.37
OTHER FUND 764,746 801,564 636,917 -20.54 593,457 -6.82
TOTAL-DEPARTMENT OF TAXATION 19,846,461 36,745,403 38,213,117 3.99 33,845,150 -11.43
GENERAL FUND 15,395,363 16,692,636 36,991,939 121.61 32,291,350 -12.71
INTER AGENCY TRANSFER 4,336,156 18,601,399 584,261 -96.86 960,343 64.37
OTHER FUND 764,746 801,564 636,917 -20.54 593,457 -6.82
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Nevada Legislative Counsel Bureau
Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
FINANCE & ADMINISTRATION
DEPARTMENT OF INFORMATION TECHNOLOGY
DolT DIRECTOR'S OFFICE 2,012,320 3,038,729 3,305,617 8.78 3,932,938 18.98
BALANCE FORWARD -167,599 245,680 205,650 -16.29 428,249 108.24
INTER AGENCY TRANSFER 2,179,919 2,793,049 3,099,967 10.99 3,504,689 13.06
DolT PLANNING & RESEARCH UNIT 1,498,068 2,085,181 2,755,370 32.14 3,172,350 15.13
BALANCE FORWARD 50,825 505,577 508,939 .66 884,093 73.71
INTER AGENCY TRANSFER 1,447,243 1,579,604 2,246,431 42.21 2,288,257 1.86
DolT APPLICATION DESIGN & DEVELOPM 4,993,280 6,684,798 3,405,385 -49.06 3,288,138 -3.44
BALANCE FORWARD -400,997 803,275 907,437 12.97 940,896 3.69
INTER AGENCY TRANSFER 5,394,277 5,881,523 2,497,948 -57.53 2,347,242 -6.03
DolT COMPUTING DIVISION 11,075,875 14,040,279 13,379,001 -4.71 13,641,431 1.96
BALANCE FORWARD 2,255,861 2,473,641 1,367,208 -44.73 1,306,063 -4.47
INTER AGENCY TRANSFER 8,820,014 11,566,638 12,011,793 3.85 12,335,368 2.69
DolT DATA COMMUNICATIONS & TECHNI 3,060,329 4,516,717 3,752,895 -16.91 3,462,302 -7.74
BALANCE FORWARD 126,570 600,347 901,885 50.23 530,434 -41.19
INTER AGENCY TRANSFER 2,933,759 3,916,370 2,851,010 -27.20 2,931,868 2.84
DolT TELECOMMUNICATIONS 4,156,079 4,918,234 5,458,327 10.98 5,040,878 -7.65
BALANCE FORWARD -82,922 1,040,000 908,959 -12.60 926,795 1.96
INTER AGENCY TRANSFER 4,239,001 3,878,234 4,549,368 17.31 4,114,083 -9.57
DolT COMMUNICATIONS 1,658,494 2,234,272 2,571,253 15.08 2,696,290 4.86
BALANCE FORWARD -216,707 490,004 422,213 -13.83 537,585 27.33
INTER AGENCY TRANSFER 1,875,201 1,744,268 2,149,040 23.21 2,158,705 45
TOTAL-DEPARTMENT OF INFORMATION ~ 28,454,445 37,518,210 34,627,848 -7.70 35,234,327 1.75
BALANCE FORWARD 1,565,031 6,158,524 5,222,291 -15.20 5,554,115 6.35
INTER AGENCY TRANSFER 26,889,414 31,359,686 29,405,557 -6.23 29,680,212 .93
DEPARTMENT OF PERSONNEL
PERSONNEL 9,606,365 11,117,821 12,604,713 13.37 13,267,813 5.26
BALANCE FORWARD -255,408 1,313,103 1,198,312 -8.74 1,468,716 22.57
INTER AGENCY TRANSFER 9,833,600 9,780,718 11,378,228 16.33 11,770,924 3.45
OTHER FUND 28,173 24,000 28,173 17.39 28,173
STATE UNEMPLOYMENT COMPENSATIO 976,788 1,534,998 1,700,821 10.80 1,970,371 15.85
BALANCE FORWARD 84,480 317,293 403,698 27.23 605,177 49.91
INTER AGENCY TRANSFER 892,308 1,217,705 1,297,123 6.52 1,365,194 5.25
TOTAL-DEPARTMENT OF PERSONNEL 10,583,153 12,652,819 14,305,534 13.06 15,238,184 6.52
BALANCE FORWARD -170,928 1,630,396 1,602,010 -1.74 2,073,893 29.46
INTER AGENCY TRANSFER 10,725,908 10,998,423 12,675,351 15.25 13,136,118 3.64
OTHER FUND 28,173 24,000 28,173 28,173 .00
FINANCE & ADMINISTRATION
GENERAL FUND 23,316,568 31,177,820 88,240,596 183.02 72,170,694 -18.21
BALANCE FORWARD -2,424,377 29,389,272 30,582,792 4.06 40,594,130 32.74
FEDERAL FUND 3,481,667 3,183,460 3,675,197 15.45 3,342,369 -9.06
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FINANCE & ADMINISTRATION
FINANCE & ADMINISTRATION
HIGHWAY FUND

INTER AGENCY TRANSFER
INTERIM FINANCE

OTHER FUND

TOTAL-FINANCE & ADMINISTRATION
Less: INTER AGENCY TRANSFER

NET-FINANCE & ADMINISTRATION

Nevada Legislative Counsel Bureau

Source of Funds Summary
2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %

Actual Work Program Governor Change Governor Change
Recommended Recommended
1,828,245 6,620,162 8,377,526 26.55 12,255,055 46.28
94,703,830 111,160,386 94,508,817 -14.98 96,709,912 2.33
3,932,498

25,637,511 34,441,964 39,354,682 14.26 41,090,014 4.41
150,475,942 215,973,064 264,739,610 22.58 266,162,174 .54
94,703,830 111,160,386 94,508,817 -14.98 96,709,912 2.33
55,772,112 104,812,678 170,230,793 62.41 169,452,262 -.46

81



82



EDUCATION

The education function includes three sub-functions: The Department of Education
(K-12); the University and Community College System of Nevada (UCCSN); and other
educational programs, which include the Department of Cultural Affairs, the WICHE
program, and the Commission on Postsecondary Education. The Governor has
recommended General Fund appropriations for education of $1.48 billion for
FY 2005-06, a 3.8 percent increase over FY 2004-05, and $1.56 billion for FY 2006-07,
an additional 5.4 percent increase. Budget recommendations for education from all
funding sources total $2.04 billion in FY 2005-06, a 1.7 percent decrease when
compared to FY 2004-05, and $2.14 billion in FY 2006-07, a 5.1 percent increase after
inter-agency transfers are deducted.

EDUCATION (K-12)

DISTRIBUTIVE SCHOOL ACCOUNT

The funding which supports Nevada’s public elementary and secondary schools is a
shared responsibility with state, local and federal sources contributing to the school
districts’ operating funds. The Distributive School Account (DSA) budget does not
include the entire funding for K-12 education, but rather includes only the portion of the
school district operating funds that provide the Basic Support guarantee and other state-
supported programs.

The following table summarizes the elements (in millions) that are the basis for the DSA
as approved by the 2003 Legislature for the current biennium and as recommended by
the Governor for the 2005-07 biennium. Only the portion of the table below “Total
Regular Basic Support” is included in the DSA budget account and guaranteed by the
state.

Legislatively Approved Recommended in The Executive Budget

03-05 05-07  Percent

FY2003-04 FY?2004-05 Biennium FY2005-06 FY?2006-07 Biennium  Change

Total Operating Expenditures $ 2179 $ 2325 $ 4504 $ 2524 $ 268 $ 5212 15.7%
Less: Local "Outside"Revenues $ (483) $ (516) $ (999) $ (618) $ (662) $ (1,280)
Less: Non-Basic Support Programs $ (100) $ (106) $ (206) $ (127) $ (135) $ (262)

Total Regular Basic Support $ 1596 $ 1,703 $ 3,299 $ 1,779 $ 1891 $ 3,670 11.2%

Plus Programs other than Basic Support $ 231 $ 255 § 486 $ 287 $ 306 $ 593

Total Required State Support $ 1827 $ 1958 $ 3,785 $ 2066 $ 2197 $ 4,263 12.6%
Less: Local "Inside" Revenues $  (B77)$  (932) $ (1,809) $ (1,109) $ (1,182) $  (2,291)

Total State Share $ 950 $ 1,026 $ 1,976 $ 957 $ 1,015 $ 1,972
Miscellaneous DSA Revenues $ (203) $ (142) $ (345) $ (130) $ (133) $ (263)

General Fund Support $ 747 $ 884 $ 1631 $ 827 $ 882 $ 1,709 4.8%
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The Executive Budget anticipates that the total of all Nevada school district budgets will
increase to $2.52 billion in the first year of the 2005-07 biennium and $2.69 billion in the
second year, compared to $2.18 billion and $2.33 billion for school district budgets
approved by the 2003 Legislature for the 2003-05 biennium; this is an increase of
15.7 percent. As indicated in the previous table, certain locally generated revenues are
considered before the state responsibility is determined. These revenues are referred
to as being “outside” of the Nevada Plan (the state responsibility) and consist of the
following:

. Property Tax: State law requires a property tax rate of 75 cents per $100 of
assessed valuation for the support of schools, of which 25 cents is “inside” the
Nevada Plan and 50 cents is outside the DSA funding formula. The Executive
Budget projects that the fifty-cent portion of this tax will generate $377.8 million in
FY 2005-06, which represents an 8.8 percent increase over FY 2004-05 and
$412.5 million in FY 2006-07, an increase of 9.2 percent over FY 2005-06.

o Local Government Services Tax: Formerly called the motor vehicle privilege tax,
this tax is estimated to generate $88.5 million in FY 2005-06 and $97.4 million in
FY 2006-07 compared to FY 2003-04 actual collections of $73.2 million.

° Other Local Sources: Franchise taxes, federal revenue, interest, tuition and other
local revenue and opening balances are expected to contribute $151.9 million in
FY 2005-06 and $152.0 million in FY 2006-07.

These local revenues are not guaranteed by the state, thus the local school districts
benefit when actual revenues are in excess of expectations or suffer the loss when
revenues do not meet expectations. These locally generated revenues “outside” the
Nevada Plan are budgeted to generate approximately 25 percent of the revenue
necessary to support the budgets of the school districts (was 22.2 percent in the
2003-05 biennium), with the balance being funded through the Nevada Plan (the state
responsibility). Nevada Plan funding for school districts consists of state financial
support received through the DSA and locally collected revenues that are “inside” the
Nevada Plan, namely the 2.25-cent Local School Support Tax (sales tax) and remaining
25 cents of the Ad Valorem Tax (property tax).

The Legislature determines the level of state aid for schools and each district’'s share
through a formula called the “Nevada Plan,” which allows for differences across districts
in the costs of providing education and in local wealth. A guaranteed amount of basic
support per pupil is calculated for each school district and is established in law each
session. The state, through the DSA, and local school districts, through the local school
support (sales) tax (LSST) and property tax, share the responsibility for providing the
money needed to fund the guaranteed basic support.

Local funding from the twenty-five cent portion of the property taxes is budgeted at

$188.9 million for FY 2005-06 and $206.2 million for FY 2006-07; this represents
increases of 8.8 percent and 9.2 percent respectively. The LSST is estimated at
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$920.3 million for FY 2005-06 and $975.5 million for FY 2006-07, which represents an
increase of 6 percent in each year of the 2005-07 biennium. Combined, these two local
sources provide approximately 62 percent of the basic support amount with the state
contributing the remaining 38 percent. It is important to note that these two local
revenue sources are guaranteed by the state (i.e., if budgeted amounts are not actually
collected, the state makes up the difference and conversely, if actual revenues exceed
projections, the amount of state General Fund support is reduced).

As recommended in the Governor’'s budget, the total required state support of school
district expenditures within the DSA totals $2.1 billion and $2.2 billion for FY 2005-06
and FY 2006-07, respectively; this is an increase of 12.6 percent over the legislatively
approved amounts for the 2003-05 biennium. These amounts include the
recommended increase in all of the programs funded through the DSA (i.e., basic
support, class-size reduction, special education, adult programs, school improvement,
counseling, early childhood, high-impact and at-risk retirement credits, etc.) and $10
million annually to fund retired employee health insurance subsidy costs proposed for
funding through the DSA. Since the budgeted local revenues (LSST and the twenty-five
cent portion of the property tax) for the 2005-07 biennium are increasing approximately
26.7 percent over the amount approved for the 2003-05 biennium, and the increase in
required state support is approximately 12.6 percent, the total state share is reduced
approximately $4.5 million when compared to the amounts approved for the
2003-05 biennium.

In the Governor’'s budget, the state’s share of funding is covered largely by General
Fund appropriations of $827.3 million in FY 2005-06 and $882.0 million in FY 2006-07,
totaling $1.71 billion for the 2005-07 biennium. This is $68.7 million greater than the
$1.63 billion appropriated for the 2003-05 biennium (including a $9.6 million
supplemental appropriation as recommended by the Governor for health insurance
subsidies for school districts); this represents an increase of 4.8 percent. The Executive
Budget anticipates a reversion of approximately $137.1 million from the DSA for the
current biennium. If the estimated reversion is reduced from General Fund support
approved in the 2003-05 biennium, the General Fund increase would be 14.4 percent.

An annual tax on slot machines, interest earned on investments from the Permanent
School Fund, projected estate taxes collections, revenue from leases of federal land for
mineral exploration and from royalties, and LSST from sales that cannot be attributed to
any particular county also supplement the DSA and are included in the above table as
“Miscellaneous DSA Revenues”.

The accompanying table displays the DSA budget as approved by the 2003 Legislature,
actual revenues and expenditures for FY 2003-04, estimates for FY 2004-05, and the
Governor’s recommendations for the 2005-07 biennium. The statewide average basic
support guarantee per pupil is recommended to change from the FY 2004-05
legislatively approved amount of $4,424 to $4,385 in FY 2005-06 and $4,477 in
FY 2006-07. The guaranteed basic support per pupil should not be confused with
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DISTRIBUTIVE SCHOOL ACCOUNT - SUMMARY FOR 2005-07 BIENNIUM

TOTAL ENROLLMENT *
|BASIC SUPPORT
TOTAL REGULAR BASIC SUPPORT **

CLASS-SIZE REDUCTION

SPECIAL EDUCATION ***

SPECIAL UNITS/GIFTED & TALENTED

ADULT HIGH SCHOOL DIPLOMA

SCHOOL LUNCH PROGRAM STATE MATCH

INRS ADJUSTMENT

SCHOOL IMPROVEMENT PROGRAMS:
REMEDIATION
RPDP, NELIP & LEAD

SPECIAL FUNDING:
EARLY CHILDHOOD EDUCATION
AT-RISK SCHOOLS RETIREMENT CREDIT
HIGH IMPACT POSITIONS RETIRE CREDIT
RETIRED EMPLOYEES' INS SUBSIDY
SPECIAL ELEMENTARY COUNSELING
SPECIAL STUDENT TRANSPORTATION
ADJUSTMENTS TO BALANCE TO 387.303

TOTAL REQUIRED STATE SUPPORT

JLESS
LOCAL SCHOOL SUPPORT TAX
$.25 PROPERTY TAX
CHARTER SCHOOL SPECIAL PAY
TOTAL STATE SHARE

STATE SHARE ELEMENTS
GENERAL FUND
GENERAL FUND TRANS 05 TO 04
FEDERAL FISCAL RELIEF
DSA SHARE OF SLOT TAX
PERMANENT SCHOOL FND
FED MINERAL LEASE REV
OUT OF STATE LSST
ESTATE TAX
PRIOR YR REFUNDS
TRANSFER FROM IFC
OTHER STATE FUNDING
BALANCE FORWARD

TOTAL SHARE STATE ELEMENTS

IBALANCE (TO/FROM GENERAL FUND)

***  Special Education Units

**  Totals May Not Balance Due to Rounding

2003-04 2004-05 2005-06 2006-07
Legislature 2003-04 Legislature 2004-05 Governor Governor
Approved Actual Approved Estimated Recommends Recommends

371,663 373,498 384,908 387,057 405,606 422,453
4,295 4,298 4,424 4,424 4,385 4,477
1,596,307,778 1,605,251,649 1,702,874,391 1,716,321,768 1,778,644,313 1,891,279,261

108,937,389 108,937,389 117,142,553 117,142,553 125,248,620 134,953,490

83,185,765 83,185,765 87,866,476 87,866,476 97,617,555 103,715,266
181,067 39,777 190,877 190,877 203,808 216,132
16,926,569 16,926,568 17,843,596 17,843,596 18,521,388 19,624,819
0 0 0 0 588,732 588,732

0 0 0 0 0 0
6,179,109 3,008,209 6,513,874 7,282,024 6,818,788 7,089,336
8,997,941 8,711,348 9,116,835 9,116,835 10,366,525 10,600,364
2,896,583 2,896,583 2,896,583 2,896,583 3,032,172 3,152,479
2,689,206 2,689,204 7,045,056 7,045,056 7,522,331 7,970,482
0 0 5,732,643 5,732,643 6,121,008 6,485,674

0 2,704,730 0 0 10,097,192 10,497,817

850,000 850,000 850,000 850,000 850,000 850,000
47,715 81,663 47,715 47,715 81,663 81,663

0 (50) 0 0 0 0
1,827,199,122 1,835,282,835 1,958,120,599 1,972,336,126 2,065,714,095 2,197,105,515

(717,955,893) (785,709,334) (758,161,426) (868,208,814) (920,301,343) (975,519,424)

(159,067,666) (157,340,133) (173,705,519) (173,705,519) (188,915,693) (206,244,186)

28,169 0 28,169 28,169

950,175,563 892,261,537 1,026,253,654 930,421,793 956,525,228 1,015,370,074

746,727,016 745,581,887 884,229,250 884,229,250 827,314,002 881,966,488

0 0 0 0 0 0
67,952,000 67,951,154 0 0 0 0
38,303,623 36,643,286 39,898,127 36,127,995 36,958,939 38,189,672
4,704,000 3,366,985 5,497,188 5,497,188 3,503,011 3,573,071
5,237,765 3,531,040 5,394,898 5,394,898 3,746,080 3,858,462
71,125,593 68,263,920 75,108,625 75,431,632 79,957,530 84,754,982
16,125,566 12,386,219 16,125,566 15,399,601 5,045,666 3,027,399
0 1,145,129 0 0 0 0

0 2,704,730 0 0 0 0

0 198,525 0 0 0 0

0 (49,511,338) 0 49,511,338 0 0
950,175,563 892,261,537 1,026,253,654 1,071,591,902 956,525,228 1,015,370,074
141,170,109 0 0

No. of Units $ per Unit No. of Units $ per Unit

2003-04 2,615 31,811.00 2005-06 2,835 34,433.00
2004-05 2,708 32,447.00 2006-07 2,953 35,122.00
NET CHANGE IN BIENNIUM APPROPRIATION REQUIREMENT 78,324,224

*  FY 04 Apportioned and FY 05, 06, & 07 Weighted

***  Special Education Unit funded separately from Basic Support
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expenditures per pupil. As indicated earlier, other resources not considered within the
Nevada Plan are also available to cover school districts’ operating costs.

ENROLLMENT

Each school district’'s guaranteed level of funding is determined by multiplying the basic
support per pupil by the weighted enroliment. Weighted enrollment equals a full count
of pupils enrolled in grades 1 through 12, including children with disabilities enrolled in
special education programs within a district, plus six-tenths of the count of pupils
enrolled in kindergarten or programs for 3- and 4-year-olds with disabilities.
Handicapped preschoolers and kindergarten pupils are only counted as six-tenths of a
pupil because they typically attend school for half a day or less. The following chart
compares audited weighted enrollment numbers by fiscal year and the percent of
increase each year over the preceding year:

1997-98 | 1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03 | 2003-04 | 2004-05 2005-06 | 2006-07
Actual Actual Actual Actual Actual | Actual Actual Estimated | Gov Rec | Gov Rec

286,084 | 300,567 | 315,489 | 328,867 | 344,765 | 358,641 | 373,498 | 387,469 405,606 | 422,453
5.24% 5.06% 4.96% 4.24% 4.83% 4.02% 4.14% 3.74% 4.68% 4.15%

Based on the most recent estimates, weighted enroliment increased by approximately
8.0 percent during the current biennium, to 387,469 students in FY 2004-05. The
Executive Budget projects an enrollment increase of 4.68 percent in FY 2005-06 over
the FY 2004-05 estimated weighted enrollment and an increase of 4.15 percent in
FY 2006-07.

POSITIONS AND SALARIES

The Executive Budget recommends a cost-of-living salary increase of 2 percent for
school district employees in each fiscal year of the 2005-07 biennium. The cost of this
increase is $41 million in FY 2005-06 and $86 million in FY 2006-07.

SPECIAL EDUCATION

For FY 2004-05, the state is funding 2,708 special education units at $32,447 each,
totaling $87.9 million. For the 2005-07 biennium, the Governor recommends
2,835 special education units, at a cost of $34,433 each or $97.6 million for FY 2005-06,
and 2,953 special education units, at a cost of $35,122 each or $103.7 million for
FY 2006-07, an increase of 11.1 percent and 6.2 percent, respectively, to accommodate
growth in enrollment and roll-up costs for special education programs.

Additional special education funding is also provided in the 2003-05 biennium for
instructional programs incorporating education technology for gifted and talented pupils.
For the current biennium, $181,067 and $190,877 were authorized for FY 2003-04 and
FY 2004-05, respectively. The Executive Budget recommends continued funding, in the
amounts of $203,808 and $216,132 for FY 2005-06 and FY 2006-07, respectively.
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CLASS-SIZE REDUCTION

During the 15 years that the Class-Size Reduction (CSR) program has been
implemented in the state, a total of $994 million in state funds has been spent to pay for
teachers to reduce pupil-teacher ratios. Funding was provided by the 2003 Legislature
to maintain pupil-teacher ratios of 16 to 1 in first and second grades and 19 to 1 in third
grade throughout the 2003-05 biennium. The Legislature also continued 23.5 teachers
hired to reduce the pupil-teacher ratio in certain kindergartens with large numbers of
students considered at risk of failure.

The 2003 Legislature again granted authority for all school districts, subject to the
approval of the State Superintendent of Public Instruction, to carry out alternative
programs for reducing the ratio of pupils per teacher or to implement programs of
remedial education that have been found to be effective in improving pupil achievement
in grades 1, 2, and 3. In addition, the 2003 Legislature expanded flexibility in the use of
CSR funding to address class-sizes in grades 4, 5, and 6 in rural school districts
(i.e., school districts that are located in a county whose population is under 100,000),
subject to the approval of the State Superintendent of Public Instruction. Based upon
the success of the Elko County School District demonstration project that was first
authorized by the 1999 Legislature, the 2003 Legislature authorized rural school
districts to use CSR funding to carry out a program in which alternative pupil-teacher
ratios are carried out in grades 1 through 6. The alternative pupil-teacher ratios may not
exceed 22 to 1 in grades 1, 2, and 3 and may not exceed 25 to 1 in grades 4 and 5 or
grades 4, 5, and 6 in school districts that include grade 6 in elementary school. For
urban school districts (i.e., school districts that are located in a county whose population
is 100,000 or more), flexibility in the use of CSR funding to address class-sizes in
grades 4, 5, and 6 was not authorized. Instead, a study of the current class-sizes is
required to determine if alternative pupil-teacher ratios may improve the academic
achievement of pupils, decrease pupil discipline, or decrease or eliminate team-
teaching in grades 1 and 2. In conducting the study, the urban school districts are
required to determine the fiscal effect of carrying out alternative pupil-teacher ratios,
including the number of additional classrooms and teachers that would be needed.
Although the reports from urban school districts will not be available until
February 15, 2005, the Governor has recommended that flexibility be extended to the
urban school districts during the 2005-07 biennium.

For FY 2005-06, The Executive Budget recommends $125.2 million in funding for
class-size reduction; $135 million is recommended for FY 2006-07. This represents an
increase of 6.9 percent and an additional 7.7 percent in FY 2006-07 when compared to
the FY 2004-05 Legislatively-approved amount of $117.1 million. These amounts are
recommended to maintain the CSR program at its current pupil-teacher ratios and to
continue the 23.5 teachers in selected “high-risk” kindergartens.
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SCHOOL IMPROVEMENT PROGRAMS

The Governor is recommending continued funding for school improvement programs.
The Executive Budget recommends $13.9 million over the 2005-07 biennium to
continue remediation programs to assist low-performing schools with improving student
performance and to support tutoring of low-achieving students. This represents an
increase of 9.6 percent over the 2003-05 biennium.

In addition to the remediation funding of $13.9 million included in the DSA budget
account, the Governor recommends a total of $50 million in each year of the 2005-07
biennium be deposited in the newly-created School Remediation Trust Fund. Funds
within the trust fund would not revert and would be available for expenditure in future
fiscal years. Funding would be available for individual schools as well as school
districts to support improvement plans designed to identify problem areas, develop
strategies to help students be successful, and assist schools to meet Adequate Yearly
Progress (AYP) mandated by the No Child Left Behind Act (NCLBA).

Continued funding for the Regional Professional Development Programs (RPDPS),
including the Nevada Early Literacy Intervention Program (NELIP), is recommended at
$21 million for the 2005-07 biennium; this is a 16 percent increase in funds.

SPECIAL FUNDING

For the 2005-07 biennium, the Governor recommends $3.0 million in FY 2005-06 and
$3.2 million in FY 2006-07 to continue the competitive grants to school districts and
community-based organizations for early childhood programs. This represents a
6.8 percent increase in funds from the amount approved for the 2003-05 biennium.

The Executive Budget recommends $15.5 million to continue retirement credits for
teachers in at-risk schools and $12.6 million to continue retirement credits for high
impact positions over the 2005-07 biennium. At-risk schools include those that carry a
designation of demonstrating need for improvement or those in which at least
65 percent of pupils enrolled in the school are eligible for free or reduced-price lunches.
The high impact fields eligible for retirement credits are mathematics, science, special
education, English as a Second Language (ESL), and school psychology.

DEPARTMENT OF EDUCATION

The Executive Budget recommends total funding for the Department of Education
(excluding the Distributive School Account and the School Remediation Trust Fund) in
the amount of $294.4 million in FY 2005-06 and $299.6 million in FY 2006-07, an
increase of 23.9 percent for the 2005-07 biennium compared to the 2003-05 biennium.
Of this amount, General Fund support is recommended in the amount of $42.8 million
for the upcoming biennium, compared to $45.6 million (including $2.8 million for the
reporting of test scores) for the 2003-05 biennium. This represents a decrease in
General Fund support of approximately 6.3 percent, which is primarily the result of
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decreased funding for the SAIN system and the elimination of funding for the reporting
of test scores.

The Executive Budget recommends 6 new full-time positions. The positions include 2
charter school consultants, 1 of which would be dedicated to special education services
in charter schools; a State Remediation Consultant that would assist with coordinating
the Governor recommended School Remediation Trust Fund; a consultant for the
state’s Writing Assessment; a consultant to oversee test security issues in the state;
and an Administrative Assistant to provide support to the other new positions.

The Executive Budget recommends $5.1 million in each year of the 2005-07 biennium
to continue the $2,000 signing bonuses for teachers who are newly hired by school
districts.

Also included in The Executive Budget is recommended funding in the amount of
$9.95 million to continue funding for the educational technology needs of school districts
during the 2005-07 biennium. The recommended amounts are the same as approved
by the Legislature during the 2001 and 2003 Legislative Sessions; however, in past
sessions, this funding was approved through legislation, not through the budget
process. If approved, funding would continue support for school district hardware and
software needs, the KLVX Distance Learning Satellite Service, the school library
databases, and to pilot best practices programs for educational technology.

SAIN — SYSTEM FOR ACCOUNTABILITY INFORMATION IN NEVADA

The Executive Budget recommends funding of $200,000 in each fiscal year of the
2005-07 biennium to support ongoing maintenance and support of the SAIN program,
(previously SMART). The Executive Budget did not recommend continued funding for
school district technical support in the amount of $287,500 in each fiscal year or funding
for the SAIN Advisory Committee in the amount of $5,130 in each fiscal year.

IMPROVING AMERICA’S SCHOOLS — TITLE |

Title |1 programs include the majority of the federal funds utilized by school districts to
comply with the federal “No Child Left Behind Act” (NCLBA) requirements. The
Executive Budget includes federal funds of $82.3 million for each fiscal year of the
2005-07 biennium for Title | programs. Of this amount, $72.9 million in each fiscal year
of the 2005-07 biennium will be utilized for Title | basic programs, including migrant and
neglected and delinquent programs; $1.2 million will continue the federal Even Start
program; $1.6 million will continue the Comprehensive School Reform program; and
$6.7 million will be used for the Reading First program.

IMPROVING AMERICA’S SCHOOLS — TITLES I, V, AND VI

Five of the programs included in the NCLBA federal legislation are included in this
budget account. The Governor’s 2005-07 biennium budget includes the following grant
amounts: Title Il — Teacher Quality Grant - $15.1 million in each fiscal year of the
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biennium; Title Il — Education Technology Grant - $3.6 million in each fiscal year of the
biennium; Title Il — Mathematics and Science Partnerships - $865,869 in each fiscal
year of the biennium; Title V — Innovative Education Grant - $2.2 million in each fiscal
year of the biennium; and Title VI — State Assessment Grant - $4.9 million in each fiscal
year of the biennium.

PROFICIENCY TESTING

Since 1977, the Legislature has required statewide testing to measure how Nevada’'s
pupils compare to those in other states and the nation as a whole. With implementation
of the No Child Left Behind Act (NCLBA), the state’s accountability system, including
the testing program, has been significantly affected. Under the NCLBA, reading and
math tests must be given annually in grades 3 through 8 starting in FY 2005-06 and the
state’s accountability system must take into account the achievement of ALL public
elementary and secondary school students.

Historically, the Legislature fully funded the costs of state-required tests. However, with
implementation of the NCLBA, the federal government now provides states with a Title
VI State Assessment Grant, which provides states with funds to pay the costs of
development of the additional state standards and assessments required by the
NCLBA. The Executive Budget recommends state General Funds of $4.2 million in
FY 2005-06 and $4.4 million in FY 2006-07 for the state testing program.

STUDENT INCENTIVE GRANTS

The Executive Budget recommends state General Fund in the amount of $383,022 in
FY 2005-06 and $383,825 in FY 2006-07 to meet the state matching requirements for
the Leveraging Educational Assistance Program (LEAP) and the Special Leveraging
Education Assistance Program (SLEAP). The General Fund support in this account is
not “new” funding, but simply the same funding that in previous years was placed in the
University System’s Special Project Account to be transferred to the department for this
same purpose.

UNIVERSITY AND COMMUNITY COLLEGE SYSTEM OF NEVADA

The University and Community College System of Nevada (UCCSN) is governed by a
13-member Board of Regents. The system comprises the Chancellor's Office; the
University of Nevada, Reno (UNR); the University of Nevada, Las Vegas (UNLV); the
Nevada State College at Henderson (NSCH); the Community College of Southern
Nevada (CCSN); Western Nevada Community College (WNCC); Great Basin College
(GBC); Truckee Meadows Community College (TMCC); the UNR School of Medicine,
the UNLV Law School, the UNLV Dental School and the Desert Research Institute
(DRI). UCCSN budgets are primarily formula-driven.

Net of interagency transfers, the Governor recommends $1.49 billion for the UCCSN
operating budgets in the 2005-07 biennium representing an increase of $209.9 million,
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or 16.5 percent, over the $1.28 billion approved by the 2003 Legislature. The Executive
Budget includes $1.16 billion in state General Fund appropriations, or 17.4 percent
more than the $989.4 million approved for the 2003-05 biennium. The $322.5 million
balance includes student fees, tuition and other UCCSN revenues. The Governor’s
budget allocates 20.5 percent of recommended General Fund appropriations to the
UCCSN in FY 2005-06 and 20.2 percent in FY 2006-07. For the 2005-07 biennium, the
UCCSN General Fund allocation is recommended to be 20.3 percent of total
appropriations.

ESTATE TAX REVENUES

The estate tax is being phased out as a revenue source for Nevada. For the 2003-05
biennium, the 72" Legislature replaced $89.2 million in UCCSN estate tax allocations
with state General Fund appropriations. The Governor’s base budget recommendations
continue the General Fund appropriations into the 2005-07 biennium. The replacement
appropriations approved by the 2003 legislature included a payback provision, providing
for monthly estate tax transfers to the General Fund of $45.8 million in FY 2003-04 and
$43.4 million in FY 2004-05. During the 2003 Legislative Session, the UCCSN
projected estate tax revenues needed to repay the General Fund appropriations could
fall short by as much as $9.6 million. However, estate tax receipts were much higher
than anticipated and the full $89.2 million in General Fund appropriations will be repaid
during the 2003-05 biennium.

After fulfilling the repayment obligation, the UCCSN anticipates estate tax revenue
balances will reach approximately $29.3 million by the end of the 2005-07 biennium.
The Governor’s budget does not allocate any of the remaining estate tax revenues.

ADJUSTED BASE BUDGET

Net of interagency transfers, the adjusted base recommendations for all UCCSN
budgets total $667.8 million in FY 2005-06 and $677.6 million in FY 2006-07. These
amounts are 1.5and 3.0 percent higher, respectively, than the FY 2004-05 work
program of $658.1 million. The Governor's adjusted base budget funds operating
expenditures at the amounts budgeted for FY 2004-05, with the following notable
adjustments:

e Nevada National Guard Fee Waivers: Assembly Bill 9 of the 20™ Special Session
authorized the UCCSN to temporarily waive registration and other fees for certain
members of the Nevada National Guard. The authorization expires at the end of
the 2003-05 biennium; however, a BDR has been requested to make the
authorization permanent (BDR S-89). According to the UCCSN, actual registration
and fee waivers totaled $461,726 in FY 2003-04. UCCSN notes the base budgets
for UNR, WNCC and TMCC continue fee waivers in the 2005-07 biennium, while
budgets for UNLV, CCSN, GBC and NSCH exclude the waivers.
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Professional Merit Increases: A 2.5 percent merit pool is included for professional
employees (excluding positions at or above Assistant Dean). The merit pool totals
$7.61 million in FY 2005-06 and $15.41 million in FY 2006-07. The Governor’'s
budget continues partial limits on funding for professional salaries at or beyond the
maximum salary scale level as approved by the 2003 Legislature. The
2003 Legislature deferred merit pay for the first six months of FY 2003-04 to
generate General Fund savings of $3.23 million. The Governor recommends the
full calculated amount with no deferral for the 2005-07 biennium.

Vacancy Savings: The Governor recommends vacancy savings of 1 percent for
professional positions and 3 percent for classified positions in the formula accounts.
Factors of 2 and 3 percent, respectively, are used in the non-formula accounts.
Vacancy savings total $8.0 million in FY 2005-06 and $8.2 million in FY 2006-07.

Athletic Fee Waivers: During the 2003 Legislative Session, the UCCSN requested
General Fund appropriations of $1.76 million in FY 2003-04 and $1.79 million in
FY 2004-05 to support athletic fee waivers. Neither the Governor nor the
Legislature recommended or approved funding. However, during closing hearings,
the UCCSN indicated a willingness to cover fee waivers with formula funding, with
the understanding that in the 2005-07 biennium, the Legislature would support the
fee waiver. The money committees acknowledged UCCSN'’s intentions, but
indicated they could not guarantee the action of future legislatures.

The UCCSN covered fee waivers during the 2003-05 biennium with formula
funding, and the Governor’'s budget continues the waivers in the adjusted base
budget. The waivers result in fee revenue losses offset by corresponding General
Fund increases during the 2005-07 biennium. The UCCSN reports that athletic fee
waivers totaled $2.66 million in FY 2003-04.

UNR Energy Conservation Program Savings: The UNR’s base budget includes
$1.38 million per year in energy conservation program debt service funding.

Community College Salary Adjustments: The Community College's adjusted base
budget includes professional salary schedule increases approved by the Board of
Regents.

University Police Officer Salaries: A.B. 555 of the 72nd Legislature directed the
Department of Personnel to review the University Police Officer series. The
department ultimately recommended two-grade increases for the series. The IFC
approved the grade increases effective July 1, 2004. No added funding was
provided during the 2003-05 biennium; however, the UCCSN estimated the two-
grade increase would cost $275,632. Additional costs related to the increases are
recommended in the UCCSN base budgets.

Graduate Assistant Health Insurance: During the 2003 Legislative Session, the
UCCSN sought $730,539 annually to offer group medical insurance to graduate

93



assistants at UNR and UNLV. Although funding was not approved for this purpose,
the UCCSN allocated 2003-05 formula funds to provide these benefits, which are
continued in the adjusted base budget.

MAINTENANCE ITEMS

Maintenance recommendations for all UCCSN budgets total $52.69 million in
FY 2005-06 and $81.91 million in FY 2006-07 (net of COLA transfers). General Fund
appropriations represent $38.77 million and $58.29 million of the totals in FY 2005-06
and FY 2006-07, respectively.

Inflation: The Governor proposes net General Fund appropriations of $620,855 in
FY 2005-06 and $1.57 million in FY 2006-07 for natural gas and electric utilities
increases, employee bond insurance and AG tort claim assessment decreases.

Formula Funding: The Governor recommends $34.9 million in FY 2005-06 and
$53.5 million in FY 2006-07 for enrollment growth as calculated by the UCCSN
funding formulas. General Fund appropriations comprise $22.0 million and
$30.9 million of the totals recommended in FY 2005-06 and 2006-07, respectively.
The 2003 Legislature approved formula funding at 84.45 percent in FY 2003-04 and
84.09 percent in FY 2004-05. The current maintenance recommendation retains
formula allocations of 84.09 percent in each year of the biennium.

Pursuant to a letter of intent from the 2003 money committees, UCCSN
implemented a revised taxonomy that uniformly classifies course costs. The new
taxonomy achieves cost neutrality on a system-wide basis.

Operations and Maintenance of New Space: The Governor recommends General
Fund appropriations of $5.0 million in FY 2005-06 and $5.2 million in FY 2006-07 to
support formula-driven operating and position costs for new space added or
anticipated during the 2005-07 biennium. The UNR would receive a majority of the
new space funding at $2.93 million in FY 2005-06 and $3.04 million in FY 2006-07.

UNLV Recharge: Pursuant to a letter of intent from the 2003 money committees,
the Governor's budget introduces a recharge process for UNLV’s professional
schools. Operations and Maintenance expenditures made by UNLV on behalf of
the Dental and Law schools would be re-charged to those schools under the
Governor’s plan.

UNLV Academic Leases: The Governor recommends $202,632 in FY 2005-06 and
$208,113 in FY 2006-07 to fund new or amended leases executed in FY 2003-04
for the UNLV Art Department and the UNLV Fine Arts Instruction and Studio.

UNLV Dental School Enrollments: The Governor recommends $2.88 million
($1.81 million in General Fund) in each year of the 2005-07 biennium for Dental
School enrollment growth. As recommended, the Dental School would reach four
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full classes, bringing the school from 225 students to its target enrollment of 300
students in FY 2005-06. A total of 46.0 FTE positions would be added.

e Law School Enrollments: The Governor recommends a total of $685,078 in each
year of the 2005-07 biennium to accommodate previously unfunded enrollment
growth at the UNLV Law School. The funding would provide for 5.5 FTE faculty
and staff, part-time instructors, and operating funding increases.

e Fringe Benefit Adjustments: The Executive Budget includes $1.20 million in
FY 2005-06 and $3.26 million in FY 2006-07 to fund fringe benefit cost adjustments.

e Classified Position 2 Percent COLA: The Governor recommends $2.20 million in
FY 2005-06 and $4.53 million in FY 2006-07 to fund annual 2 percent cost-of-living
(COLA) increases for UCCSN'’s classified positions. The appropriations for these
increases are in the General Fund Salary Adjustment account, funded at 80 percent
of the full COLA cost.

e Professional Position 2 Percent COLA: The Governor recommends General Fund
appropriations of $5.44 million in FY 2005-06 and $10.99 million in FY 2006-07 in
the UCCSN Professional Salary Adjustment account to fund annual 2 percent
COLA increases for UCCSN'’s professional positions. The appropriated amounts
represent 80 percent of the full cost of the COLAs.

ENHANCEMENT DECISION MODULES

General Fund enhancement recommendations for all UCCSN budgets total
$5.88 million in FY 2005-06 and $8.77 million in FY 2006-07.

e National Direct Student Loan (NDSL): The Governor recommends appropriations
of $1,400 per year to provide additional funds needed to match NDSL allocations.

e Incremental Formula Increases: The Governor recommends General Fund
appropriations of $392,137 in FY 2005-06 and $1.19 million in FY 2006-07 to
increase formula funding percentages to 84.15 and 84.25 percent, respectively.

e Medical School Residency: The Governor recommends General Fund
appropriations of $1.28 million in FY 2005-06 and $2.55 million in FY 2006-07 to
expand the number of physician trainees by 17 per year (34 total) in the School of
Medicine’s residency and fellowship training programs. According to the UCCSN,
the trainees would be assigned in Las Vegas and Reno and allocated to existing
programs in Family Medicine, Internal Medicine, Obstetrics and Gynecology,
Pediatrics, Psychiatry and Surgery.

e Ruvo Center for Alzheimer’s: The Governor recommends an appropriation to the
Medical School of $823,380 in FY 2006-07 for 8 professional and 2 classified staff
in support of the Lou Ruvo Center for Alzheimer’s Disease and Brain Aging.
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e Retain 100 Percent of Indirect Cost Recoveries: To supplement competitive
research activities, the Governor proposes to allow UCCSN to retain 100 percent of
Indirect Cost Recoveries (ICR) charged to grantor agencies. The state has
traditionally retained portions of the ICR revenues, but the retentions have
decreased gradually over time from 75 percent (prior to 1985) to the current
25 percent rate. The retention was viewed as partial reimbursement for state
funding used to create and maintain the infrastructure necessary to generate
UCCSN contracts and grants.

To replace the ICR revenues, the Governor recommends General Fund
appropriations of $5.09 million per year. Although this represents the full amount
requested by the UCCSN, the recommended amounts do not fully remove ICR
revenues from the UCCSN state supported budgets. After replacing the $5.09
million per year, ICR revenues remaining in the Governor’s budgets total $913,954
in FY 2005-06 and $1.26 million in FY 2006-07.

e UNLV Dispatcher Grade Increase: The Governor recommends General Fund
appropriations of $34,616 in FY 2005-06 and $35,399 in FY 2006-07 to fund
two-grade increases for dispatchers at UNLV.

e Move Special Projects Funding to the Campus Accounts: The Governor
recommends transferring campus-related costs from the Special Projects account
to the campus accounts. Special Projects funding generally provides for activities
linked directly to individual campuses, such as: financial aid, scholarships and
student access; community college part-time faculty compensation; basic research
at UNLV, UNR, and DRI; data networking and technical support; and data
warehousing. The Executive Budget also transfers Student Incentive Grants from
the UCCSN to the State Department of Education. EPSCoR research funding
would remain in the Special Projects account under the Governor’s plan.

The Governor proposes to redistribute formula funds as a result of merging the
Special Projects funding into the campus accounts. Generally, the redistribution
produces only nominal losses and gains at each of the UCCSN campuses.
However, UNR loses $90,367 in FY 2005-06 and $94,358 in FY 2006-07, with
CCSN and NSCH being the primary beneficiaries. Inclusion of the Special Projects
funding in the campus accounts increases formula percentages to 84.40 percent in
FY 2005-06 and 84.49 percent in FY 2006-07.

ONE SHOTS AND SUPPLEMENTALS

e National Direct Student Loan (NDSL): The Governor recommends a supplemental
appropriation of $1,400 in FY 2004-05 needed to match NDSL allocations.

e School of Medicine/Nevada Cancer Institute: The Governor includes a
$10.0 million one-time appropriation to the School of Medicine in support of its
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partnership with the Nevada Cancer Institute to expand research, treatment,
education and teaching opportunities in Nevada.

PROPOSED STUDENT FEES

The Board of Regents approved student fee increases ranging from $1.75 per credit to
$13.75 per credit during the 2005-07 biennium. Registration fee and non-resident
tuition increases for full-time students range from 1.0 percent to 10.1 percent per year.
Current and projected fee schedules are provided below:

Regent Aprvd % Regent Aprvd %

Type of Institution/Fee FY 2005 FY 2006 Change FY 2007 Change
Community Colleges

Resident $49.00/credit  $50.75/credit 3.6% $52.50/credit 3.5%

Upper Div (GBC) $70.00/credit  $74.50/credit 6.4% $79.00/credit 6.0%

Non-Resident $4,692/year $4,915/year 4.8% $4,962/year 1.0%
Nevada State College

Resident $70.00/credit  $74.50/credit 6.4% $79.00/credit 6.0%

Non-Resident $6,676/year  $7,191/year 7.7% $7,437/year 3.4%
Universities

Resident $91.00/credit $ 98.00/credit 7.7% $105.25/credit  7.4%

Graduate $123.50/credit  $136.00/credit  10.1% $149.75/credit  10.1%

Non-Resident $8,674/year $9,467/year 9.1% $9,911/year 4.7%

The Executive Budget recommends implementing the Regents’ plan whereby significant
portions of the annual increases are directed to the UCCSN capital and general
improvement fee funds and student access fund. The portions of fee revenues
dedicated to the capital and general improvement fee funds and to student access are
not reflected in the state-supported budget. The UCCSN also charges students a
technology fee of $4 per credit that provides supplemental funding for campus
technology needs. The technology fee is not included in the state-supported budget
and is not reflected in the per-credit charges listed in the student fee table above.

STUDENT ENROLLMENTS

The following table depicts the Governor's recommended FTE student enrollments by
institution. With the exception of NSCH, FTE enrollment projections in The Executive
Budget are based on a weighted three-year average. While still increasing at a
significant pace, projected enrollment growth has slowed somewhat at the UCCSN.
System-wide, actual FTE enrollments grew by 5.9 percent in FY 2003-04 compared to
budgeted enroliment growth of 6.9. Fall 2004 actual enroliments (FY 2004-05) grew by
4.3 percent compared to budgeted growth of 7.0 percent. The Governor's budget
includes enrollment percentage increases of 5.9 percent in FY 2005-06 and 6.8 percent
in FY 2006-07.
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FY 2002- 03|FY 2003- 04 |FY 2003- 04| FY 2004-05 | FY2005-06 | FY 2006-07

Institution Actual Budgeted Actual Budgeted | Gov Rec Gov Rec
Universities

UNR 11,295 12,200 11,778 13,177 13,319 14,163
% Change 8.0% 4.3% 8.0% 1.1% 6.3%
UNLV 17,267 18,514 18,350 19,852 21,131 22,676
% Change 7.2% 6.3% 7.2% 6.4% 7.3%
Total Univ 28,562 30,714 30,128 33,029 34,450 36,839
% Change 7.5% 5.5% 7.5% 4.3% 6.9%
NSC 146 300 394 500 996 1,197
% Change 105.5% 169.9% 66.7% 99.2% 20.2%

Community Colleges

CCSN 16,647 17,768 17,569 18,964 20,060 21,436
% Change 6.7% 5.5% 6.7% 5.8% 6.9%
GBC 1,263 1,278 1,427 1,293 1,610 1,709
% Change 1.2%) 13.0% 1.2% 24.5% 6.1%
TMCC 5,259 5,522 5,523 5,798 6,121 6,444
% Change 5.0% 5.0% 5.0% 5.6% 5.3%
WNCC 2,160 2,193 2,179 2,227 2,243 2,276
% Change 1.5% 0.9% 1.6% 0.7% 1.5%
CC Total 25,329 26,761 26,698 28,282 30,034 31,865
% Change 5.7% 5.4% 5.7% 6.2% 6.1%
UCCSN Total 54,037 57,775 57,220 61,811 65,480 69,901
% Change 6.9% 5.9% 7.0% 5.9% 6.8%

FY 2005-06 & FY 2006-07 projections employ a weighted average using FY 2001-02 through
FY 2003-04 actual enroliments.

LEGISLATIVE AUDITS

As required by A.B. 148 of the 72" Session, the Legislative Auditor conducted an audit
of the UCCSN including an analysis of capital construction projects; costs of athletic
programs; costs of administration; utilization of host accounts; validity and reliability of
enrollment data; policies and procedures for the generation and distribution of
investment income; contracting and bidding procedures, including construction, retrofit
and repair projects and the use of “shared savings” programs to pay for utility costs and
energy conservation projects; and statewide programs, including program selection,
funding and outcomes.

The Legislative Auditor reports that, “UCCSN'’s internal controls did not always ensure
that capital construction projects and contracting and bidding procedures were carried
out properly.” The Auditor also found, “. . . millions of dollars in energy retrofit projects
that were not conducted in accordance with state laws, Board of Regents’ policies, or
appropriate management standards.” With regard to athletic programs, the Legislative
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Auditor noted that, “. . . additional controls are needed to ensure certain travel costs are
appropriate and financial information is reliable.”

Iltems for Special Consideration

The UCCSN requested Items for Special Consideration totaling $100.7 million that
included funding for nursing capacity expansion; indirect cost recovery retention;
endowed chairs; safety and security; technology; economic development; student
services; professional schools and health initiatives; statewide programs; part-time
salaries; and equipment. The Governor's budget excludes most of the items except
Indirect Cost Recovery (ICR) retention and funding for Medical School residencies and
the Ruvo Center.

Capital Improvements

The Governor recommends $110.14 million in funding for UCCSN Capital
Improvements. State funds (general obligation bonds and one-time appropriations) are
recommended to fund $86.14 million of the total amount.

State Other Total

CIP # Inst Project Description Funds Funds Request
C-04 CCSN Health Sciences Bldg FF&E $ 5.20 $0 $ 5.20
C-05 UNR Knowledge Center FF&E $16.80 $0 $ 16.80
C-06 UNLV Science & Engineering Bldg FF&E $15.82 $0 $ 15.82
C-10 NSC Master Plan & Liberal Art Bldg FF&E $ 3.94 $0 $ 3.94
C-16 UNLV Greenspun College of Urban Affairs $24.17 $13.05 $ 37.22
C-18 GBC Electrical & Industrial Technology Building $12.67 $ 0.50 $ 13.17
C-20c | CCSN Classroom Building $ 5.00 $ 5.00 $ 10.00
P-04 WNCC ADA Advance Planning $ 0.28 $0 $ 0.28
P-20 UNR Biotechnology & Genomics Research Facility $0 $ 5.45 $ 5.45
M-03 TMCC Red Mountain Bldg Fire Code Renovations $ 2.00 $0 $ 2.00
M-09 WNCC Bristle Cone Life Safety $ 0.08 $0 $ 0.08
M-10 WNCC Fallon Pinion Hall New Fire Sprinkler System $ 0.18 $0 $ 0.18
Total $86.14 $24.00 $110.14

In addition to the noted projects, the Governor recommends $10 million in Higher
Education Capital Construction (HECC) funds and $5.0 million in Special Higher
Education Capital Construction (SHECC) funds for campus maintenance, repairs and
renovations (U-01).

WICHE

In 1959, the Nevada Legislature approved Nevada’'s participation as a member of the
Western Interstate Commission for Higher Education (WICHE) to provide educational
assistance to students seeking education in various professional fields of study not
offered by higher education institutions within the state. The 1997 Nevada Legislature
expanded the mission of WICHE to include the Health Care Access Program (HCAP).
This program provides funds and educational opportunities to students in exchange for
a two-year practice obligation to serve the medically under-served population of the
state; in-state programs, as well as out-of-state programs are authorized under the
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HCAP. Students enrolled in the HCAP are not required to monetarily pay back any
portion of the support fee; however, there is a penalty for not fulfilling the practice
obligation.

The Executive Budget recommends funding for professional support fees at
$1.33 million in FY 2005-06, a 5 percent decrease compared to $1.39 million approved
in FY 2004-05 and $1.28 million in FY 2006-07, an additional 4 percent decrease. The
Governor recommends the continuation of a pilot program approved by the
2003 Legislature, which provided authority to the agency to obtain matching federal
funds for two dental slots under the HCAP program. The funds, both state and federal,
are utilized to reimburse the education costs of selected dental school licensed
graduates in exchange for a two-year practice obligation to serve the medically
underserved population of the state. The Governor is recommending the expansion of
the federal matching program into the field of mental health for five professional slots.
Finally, the Governor is recommending a new pilot program, which would match funds
from the University Medical Center (UMC) in Las Vegas with state funds for five nursing
professional slots; a two-year practice obligation at the UMC would be required.

DEPARTMENT OF CULTURAL AFFAIRS

The 1993 Legislature approved the creation of a new Department of Museums, Library
and Arts. As part of the Governor's reorganization proposal, the Department of
Museums and History was combined with the State Library and Archives System, the
Division of Historic Preservation and Archeology and the Comstock Historic District,
formerly a part of the Department of Conservation and Natural Resources, and the
Nevada Arts Council. The 2001 Legislature, with approval of S.B. 541, renamed the
department to the Department of Cultural Affairs.

The department currently operates with 153.66 FTE positions. The Executive Budget
recommends the addition of 5.51 positions in FY 2005-06 for a total of 159.17 FTE
positions. The total budget for the department is recommended to increase 4.8 percent
in FY 2005-06 and decrease 5.4 percent in FY 2006-07. The General Fund support for
the department is recommended to increase 20.6 percent during FY 2005-06 and
decrease 8.4 percent during FY 2006-07.

The Governor recommends a one-time appropriation of $859,140 for the department for
the development, renovation, and expansion of the Southern Nevada Railroad Museum.

The Executive Budget contains two supplemental appropriations, $9,444 s
recommended for rental costs for the Nevada State Library and $3,037 is recommended
for costs associated with the new exhibit/office building to be occupied by the Comstock
Historic District in Virginia City.
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ADMINISTRATION

The Director’s Office budget supports 6 positions to oversee the administration and
finances of the department.

The Governor recommends the addition of 2 new positions for the department in the
2005-07 biennium: a Management Analyst Il and a Computer System Technician Il
Justification for the positions is based on the increase in requirements placed on the
department from other agencies of state government.

The Executive Budget contains a request for new and replacement computer equipment
and software to support the needs of the entire department. The request is to be
funded by a General Fund appropriation totaling $145,750 in FY 2005-06 and $41,765
in FY 2006-07.

The department, along with the Commission for Cultural Affairs, administers the annual
distribution of grants for historic preservation and promotion from the sale of Cultural
Resource bonds. Senate Bill 4 of the 2005 Legislative Session is proposing the annual
sale of the bonds be reauthorized for another ten years and that the annual distribution
be increased from $2 million to $3 million.

A one-time appropriation of $200,000 is recommended to the Department of
Administration for support of the Nevada Humanities Committee. The same level of
support was provided during the 2003-05 biennium by a one-shot appropriation
approved during the 20™ Special Session.

The Governor recommends a $75,000 General Fund appropriation within the
Department of Cultural Affairs for support of the Governor’s Advisory Council on
Education Relating to the Holocaust. Expenditures in support of the advisory council
formerly were dispersed through the state Department of Education.

STATE HISTORIC PRESERVATION OFFICE

The State Historic Preservation Office assists state and federal agencies, local
governments, non-profit organizations and private citizens to preserve historic building
and archaeological sites. The agency also manages the nearly 300 historical markers
to interpret sites throughout Nevada and oversees the operation of the Comstock
Historic District. In addition, the office oversees the annual distribution of the Cultural
Resource Bonds. The 2003 Legislature approved Capital Improvement Project - C52 to
construct a new 4,000 square-foot building in Virginia City in order to provide office
space for the Comstock Historic District and to provide exhibit space for railroad
engine #27. The project is scheduled for completion by May 2005. The Governor
recommends a new .51 FTE position to assist with the expansion of the operations in
the new facility located in Virginia City.
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The Executive Budget recommends a Historic Preservation Specialist Il position for the
State Historic Preservation Office to assist with managing the state’s archaeological GIS
database.

NEVADA STATE LIBRARY/ARCHIVES AND RECORDS

The Executive Budget recommends continued funding for the bookmobile program of
$77,953 each fiscal year of the 2005-07 biennium. The Governor recommends funding
of $180,464 for Capital Improvement Project - P06 to begin planning of the remodel of
the State Museum located at Lorenzi Park to include space for a research and exhibit
museum, an addition of the Southern Nevada Records Center, services for the Library
to the Blind and Physically Handicapped, the Nevada Arts Council, and the Historic
Preservation Office.

NEVADA ARTS COUNCIL

The Nevada Arts Council promotes Nevada’s cultural life through grants and technical
assistance to individuals and organizations. The Executive Budget maintains existing
programs and provides for an enhancement of $200,000 each year of the
2005-07 biennium for additional grant funds, including an increase for the Challenge
Grant Program from $73,046 to $123,046 in both FY 2005-06 and FY 2006-07.

DivISION OF MUSEUMS AND HISTORY

The Administration budget provides oversight and direction to agencies in the division:
the Nevada State Museum in Carson City, the Nevada State Railroad Museum in
Carson City, the Nevada Historical Society in Reno, the Nevada State Museum and
Historical Society in Las Vegas, the Lost City Museum in Overton, the Railroad Museum
in Boulder City, and the East Ely Railroad Museum.

The Executive Budget recommends 2 new positions to assist with the increase in train
rides at The Railroad Museum in Boulder City. The Governor has supported increased
funding in all museum operating budgets for deferred maintenance items, including a
number of Capital Improvement Projects to address electrical, lighting, drainage,
security and other problems. The Executive Budget further recommends state funding
of $3.23 million for Capital Improvement Project - C27 to construct an entrance to
comply with the American's with Disabilities Act (ADA) and a connecting structure for
the Nevada State Museum in Carson City.
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BASN Nevada Legislative Counsel Bureau
FISBU510F Source of Funds Summary
2005 - Fiscal Report
2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
EDUCATION
DEPARTMENT OF EDUCATION
DISTRIBUTIVE SCHOOL ACCOUNT 892,063,012 1,075,764,992 956,525,228 -11.08 1,015,370,074 6.15
GENERAL FUND 745,581,887 884,229,250 827,314,002 -6.44 881,966,488 6.61
BALANCE FORWARD -15,535,761 49,511,338 -100.00
FEDERAL FUND 37,506,617 5,394,898 3,746,080 -30.56 3,858,462 3.00
INTERIM FINANCE 2,704,730
OTHER FUND 121,805,539 136,629,506 125,465,146 -8.17 129,545,124 3.25
OTHER STATE EDUC PROGRAMS 18,949,326 14,717,044 12,515,695 -14.96 11,265,892 -9.99
GENERAL FUND 13,475,242 14,276,897 12,500,268 -12.44 11,250,465 -10.00
BALANCE FORWARD -381,982 409,297 -100.00
INTER AGENCY TRANSFER 23,400 -100.00
INTERIM FINANCE 5,800,000
OTHER FUND 56,066 7,450 15,427 107.07 15,427
NDE - SCHOOL REMEDIATION TRUST FU 50,000,000 50,000,000
GENERAL FUND 50,000,000 50,000,000
EDUCATION STATE PROGRAMS 2,502,592 2,583,087 2,742,244 6.16 2,814,282 2.63
GENERAL FUND 2,325,181 2,444 434 2,500,973 2.31 2,549,908 1.96
INTER AGENCY TRANSFER 155,153 135,710 219,013 61.38 261,374 19.34
OTHER FUND 22,258 2,943 22,258 656.30 3,000 -86.52
NDE, STAFFING SERVICES 288,058 431,334 450,964 4.55 478,619 6.13
INTER AGENCY TRANSFER 288,058 431,334 450,964 4.55 478,619 6.13
EDUCATION SUPPORT SERVICES 2,038,414 2,436,806 2,551,184 4.69 2,516,789 -1.35
GENERAL FUND 955,139 977,490 937,575 -4.08 993,888 6.01
BALANCE FORWARD -81,983 100,989 230,571 128.31 184,566 -19.95
INTER AGENCY TRANSFER 1,165,258 1,358,327 1,383,038 1.82 1,338,335 -3.23
PROFICIENCY TESTING 3,869,892 4,557,724 4,255,640 -6.63 4,436,056 4.24
GENERAL FUND 3,868,094 4,557,724 4,234,496 -7.09 4,402,715 3.97
BALANCE FORWARD 1,798
INTER AGENCY TRANSFER 21,144 33,341 57.69
TEACHER EDUCATION AND LICENSING 1,009,718 1,445,311 1,466,152 1.44 1,437,792 -1.93
GENERAL FUND 100 100 100 100
BALANCE FORWARD 2,597 163,924 242,419 47.88 166,764 -31.21
INTER AGENCY TRANSFER 48,601 77,870 80,298 3.12 81,882 1.97
OTHER FUND 958,420 1,203,417 1,143,335 -4.99 1,189,046 4.00
DRUG ABUSE EDUCATION 2,499,770 2,925,750 2,043,002 -30.17 2,043,002
BALANCE FORWARD -245
FEDERAL FUND 2,499,770 2,925,750 2,043,002 -30.17 2,043,002
OTHER FUND 245
SCHOOL HEALTH EDUCATION - AIDS 261,852 318,915 279,499 -12.36 279,499
BALANCE FORWARD 48,749 48,749
FEDERAL FUND 261,852 318,915 230,750 -27.65 230,750



BASN Nevada Legislative Counsel Bureau
FISBU510F Source of Funds Summary
2005 - Fiscal Report
2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
EDUCATION
NDE GEAR UP 1,158,274 1,225,180 1,200,016 -2.05 1,202,959 .25
FEDERAL FUND 1,158,274 1,225,180 1,200,016 -2.05 1,202,959 .25
DISCRETIONARY GRANTS - UNRESTRIC” 2,558,691 2,969,587 296,746 -90.01 303,840 2.39
BALANCE FORWARD -5,042 110,070 -100.00
FEDERAL FUND 2,563,733 2,859,517 296,746 -89.62 303,840 2.39
DISCRETIONARY GRANTS - RESTRICTEL 20,804,836 19,092,628 14,568,842 -23.69 14,568,842
FEDERAL FUND 20,804,836 19,092,628 14,568,842 -23.69 14,568,842
IMPROVING AMERICA'S SCHOOLS - TITLI 52,060,956 95,391,201 82,325,072 -13.70 82,325,072
BALANCE FORWARD 216
FEDERAL FUND 52,060,740 95,376,920 82,325,072 -13.68 82,325,072
INTER AGENCY TRANSFER 14,281 -100.00
IMPROVING AMERICA'S SCHOOLS - TITLI 21,990,189 37,269,886 26,668,171 -28.45 26,668,171
FEDERAL FUND 21,990,189 37,269,886 26,668,171 -28.45 26,668,171
STUDENT INCENTIVE GRANTS 539,775 542,721 542,782 .01 544,119 .25
GENERAL FUND 4,312 10,135 383,022 3,679.20 383,825 .21
BALANCE FORWARD 28
FEDERAL FUND 159,248 156,391 159,248 1.83 159,248
INTER AGENCY TRANSFER 376,187 376,195 512 -99.86 1,046 104.30
OCCUPATIONAL EDUCATION 8,327,089 9,643,418 9,038,295 -6.27 9,049,693 13
GENERAL FUND 356,104 362,620 365,912 91 370,778 1.33
BALANCE FORWARD 2,586
FEDERAL FUND 7,968,399 9,280,798 8,666,127 -6.62 8,666,127
INTER AGENCY TRANSFER 6,256 12,788 104.41
NDE CONTINUING EDUCATION 4,574,133 4,891,422 4,672,203 -4.48 4,674,025 .04
GENERAL FUND 465,072 465,281 469,838 .98 469,991 .03
FEDERAL FUND 4,109,061 4,426,141 4,200,753 -5.09 4,200,753
INTER AGENCY TRANSFER 1,612 3,281 103.54
NUTRITION EDUCATION PROGRAMS 53,773,211 56,399,681 61,569,630 9.17 67,728,631 10.00
GENERAL FUND 248,511 254,008 275,804 8.58 278,640 1.03
BALANCE FORWARD 386,381 188,117 -100.00
FEDERAL FUND 53,123,940 55,940,151 61,271,566 9.53 67,421,835 10.04
INTER AGENCY TRANSFER 14,379 14,405 22,260 54.53 28,156 26.49
OTHER FUND 3,000 -100.00
INDIVIDUALS WITH DISABILITIES (IDEA) 55,021,828 68,041,985 67,245,511 -1.17 67,246,263 .00
GENERAL FUND 122,050 192,410 195,119 1.41 195,205 .04
FEDERAL FUND 54,867,436 67,813,406 67,012,625 -1.18 67,012,625
INTER AGENCY TRANSFER 32,342 36,169 37,767 4.42 38,433 1.76
TOTAL-DEPARTMENT OF EDUCATION 1,144,291,616 1,400,648,672 1,300,956,876 -7.12  1,364,953,620 4.92
GENERAL FUND 767,401,692 907,770,349 899,177,109 -.95 952,862,003 5.97
BALANCE FORWARD -15,611,407 50,483,735 521,739 -98.97 400,079 -23.32
FEDERAL FUND 259,074,095 302,080,581 272,388,998 -9.83 278,661,686 2.30
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BASN Nevada Legislative Counsel Bureau
FISBU510F Source of Funds Summary

2005 - Fiscal Report

2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
EDUCATION
INTER AGENCY TRANSFER 2,079,978 2,467,691 2,222,864 -9.92 2,277,255 245
INTERIM FINANCE 8,504,730
OTHER FUND 122,842,528 137,846,316 126,646,166 -8.13 130,752,597 3.24
COMMISSION ON POSTSECONDARY EDUCATIOl
COMMISSION ON POSTSECONDARY EDL 341,839 350,952 346,853 -1.17 355,032 2.36
GENERAL FUND 241,579 254,526 244,297 -4.02 247,016 1.11
FEDERAL FUND 97,260 96,426 97,260 .86 97,260
INTER AGENCY TRANSFER 5,296 10,756 103.10
OTHER FUND 3,000
TOTAL-COMMISSION ON POSTSECONDA| 341,839 350,952 346,853 -1.17 355,032 2.36
GENERAL FUND 241,579 254,526 244,297 -4.02 247,016 1.11
FEDERAL FUND 97,260 96,426 97,260 97,260 .00
INTER AGENCY TRANSFER 5,296 .00 10,756
OTHER FUND 3,000
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BASN Nevada Legislative Counsel Bureau
FISBU510F Source of Funds Summary
2005 - Fiscal Report
2003 - 2004 2004 - 2005 2005 - 2006 % 2006 - 2007 %
Actual Work Program Governor Change Governor Change
Recommended Recommended
EDUCATION
UNIVERSITY & COMMUNITY COLLEGE SYSTEM
UCCSN SYSTEM ADMINISTRATION 3,626,986 3,771,029 4,638,478 23.00 4,791,259 3.29
GENERAL FUND 3,515,307 3,658,716 4,470,014 2217 4,564,262 2.1
INTER AGENCY TRANSFER 219 853 57,004 6,582.77 115,537 102.68
OTHER FUND 111,460 111,460 111,460 111,460
UCCSN SALARY ADJUSTMENTS 7,201,748 14,620,657 103.02
GENERAL FUND 7,201,748 14,620,657 103.02
UCCSN - SPECIAL PROJECTS 17,026,522 21,746,343 2,584,437 -88.12 2,601,998 .68
GENERAL FUND 18,976,532 19,676,314 2,470,206 -87.45 2,369,683 -4.07
BALANCE FORWARD -2,067,360 2,067,360 -100.00
INTER AGENCY TRANSFER 2,669 114,231 4,179.92 232,315 103.37
OTHER FUND 117,350
UNIVERSITY PRESS 728,214 762,968 786,883 3.13 814,452 3.50
GENERAL FUND 728,134 762,893 776,450 1.78 793,307 217
INTER AGENCY TRANSFER 80 75 10,433 13,810.67 21,145 102.67
SYSTEM COMPUTING CENTER 21,759,812 18,732,814 20,179,651 7.72 20,736,671 2.76
GENERAL FUND 21,759,812 18,728,644 20,002,300 6.80 20,376,543 1.87
INTER AGENCY TRANSFER 4,170 177,351 4,153.02 360,128 103.06
NATIONAL DIRECT STUDENT LOAN PRO!( 49,504 49,504 50,904 2.83 50,904
GENERAL FUND 49,504 49,504 50,904 2.83 50,904
UNIVERSITY OF NEVADA - RENO 143,811,446 155,590,000 171,338,836 10.12 181,109,204 5.70
GENERAL FUND 107,498,806 114,242,080 130,974,148 14.65 135,656,517 3.58
INTER AGENCY TRANSFER 4,253,269 4,726,657 8,055,883 70.44 10,194,428 26.55
OTHER FUND 32,059,371 36,621,263 32,308,805 -11.78 35,258,259 9.13
INTERCOLLEGIATE ATHLETICS - UNR 2,554,872 2,677,881 3,955,112 47.70 4,058,229 2.61
GENERAL FUND 2,554,872 2,677,484 3,914,582 46.20 3,976,051 1.57
INTER AGENCY TRANSFER 397 40,530 10,109.07 82,178 102.76
STATEWIDE PROGRAMS - UNR 6,544,591 6,873,609 7,518,030 9.38 7,746,772 3.04
GENERAL FUND 6,542,138 6,871,255 7,413,727 7.89 7,535,262 1.64
INTER AGENCY TRANSFER 2,453 2,354 104,303 4,330.88 211,510 102.78
SCHOOL OF MEDICAL SCIENCES 23,063,089 24,334,323 28,237,430 16.04 31,184,357 10.44
GENERAL FUND 20,946,752 22,137,099 25,387,933 14.69 27,846,583 9.68
INTER AGENCY TRANSFER 3,680 362,511 9,750.84 735,396 102.86
OTHER FUND 2,116,337 2,193,544 2,486,986 13.38 2,602,378 4.64
UCCSN HEALTH LABORATORY AND RES 2,224,312 2,294,207 2,409,080 5.01 2,470,743 2.56
GENERAL FUND 1,662,258 1,621,989 1,817,567 12.06 1,837,246 1.08
INTER AGENCY TRANSFER 2,042 29,463 1,342.85 60,206 104.34
OTHER FUND 562,054 670,176 562,050 -16.13 573,291 2.00
AGRICULTURE EXPERIMENT STATION 8,290,233 8,706,832 8,841,097 1.54 9,170,969 3.73
GENERAL FUND 7,045,130 7,461,817 7,417,992 -.59 7,602,686 2.49
FEDERAL FUND 1,242,369 1,242,371 1,282,530 3.23 1,282,530
INTER AGENCY TRANSFER 2,734 2,644 140,575 5,216.75 285,753 103.27
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EDUCATION
COOPERATIVE EXTENSION SERVICE 8,374,657 8,993,787 9,377,928 4.27 9,760,914 4.08
GENERAL FUND 6,744,464 7,232,069 7,402,926 2.36 7,604,649 2.72
FEDERAL FUND 1,140,001 1,162,447 1,203,628 3.54 1,205,234 A3
INTER AGENCY TRANSFER 2,562 2,486 159,373 6,310.82 323,423 102.93
OTHER FUND 487,630 596,785 612,001 2.55 627,608 2.55
BUSINESS CENTER NORTH 2,050,631 2,146,539 2,254,664 5.04 2,332,127 3.44
GENERAL FUND 2,048,246 2,144,234 2,217,615 3.42 2,256,469 1.75
INTER AGENCY TRANSFER 2,385 2,305 37,049 1,507.33 75,658 104.21
UNIVERSITY OF NEVADA - LAS VEGAS 182,462,534 196,511,611 222,845,170 13.40 238,441,285 7.00
GENERAL FUND 125,392,234 133,841,045 152,025,012 13.59 156,474,559 2.93
INTER AGENCY TRANSFER 55,683 4,854,269 8,617.69 7,829,659 61.29
OTHER FUND 57,070,300 62,614,883 65,965,889 5.35 74,137,067 12.39
INTERCOLLEGIATE ATHLETICS - UNLV 2,590,538 2,728,967 3,093,659 13.36 3,200,140 3.44
GENERAL FUND 2,590,117 2,728,563 3,049,250 11.75 3,110,189 2.00
INTER AGENCY TRANSFER 421 404 44,409 10,892.33 89,951 102.55
STATEWIDE PROGRAMS - UNLV 1,012,042 1,063,208 1,106,542 4.08 1,150,476 3.97
GENERAL FUND 1,012,042 1,062,939 1,088,972 2.45 1,114,808 2.37
INTER AGENCY TRANSFER 269 17,570 6,431.60 35,668 103.01
UNLV LAW SCHOOL 9,447,933 9,339,525 11,369,697 21.74 11,695,752 2.87
GENERAL FUND 6,467,788 6,872,762 8,118,953 18.13 8,254,376 1.67
INTER AGENCY TRANSFER 1,779 139,389 7,735.24 283,055 103.07
OTHER FUND 2,980,145 2,464,984 3,111,355 26.22 3,158,321 1.51
DENTAL SCHOOL-UNLV 8,626,084 7,716,456 11,894,026 54.14 12,235,839 2.87
GENERAL FUND 6,270,473 4,524,679 7,465,825 65.00 7,660,074 2.60
INTER AGENCY TRANSFER 1,442 142,244 9,764.36 289,808 103.74
OTHER FUND 2,355,611 3,190,335 4,285,957 34.34 4,285,957
BUSINESS CENTER SOUTH 1,718,516 1,811,341 1,922,853 6.16 1,990,299 3.51
GENERAL FUND 1,718,516 1,810,058 1,890,023 4.42 1,923,600 1.78
INTER AGENCY TRANSFER 1,283 32,830 2,458.85 66,699 103.16
DESERT RESEARCH INSTITUTE 5,859,249 5,982,911 7,648,733 27.84 7,774,764 1.65
GENERAL FUND 5,265,631 5,375,088 7,419,770 38.04 7,486,241 .90
INTER AGENCY TRANSFER 2,494 2,411 80,477 3,237.91 140,037 74.01
INTERIM FINANCE 442,638 456,926 -100.00
OTHER FUND 148,486 148,486 148,486 148,486
GREAT BASIN COLLEGE 13,927,748 14,523,991 16,624,203 14.46 17,642,226 6.12
GENERAL FUND 12,257,390 12,952,800 14,410,306 11.25 15,077,998 4.63
INTER AGENCY TRANSFER 5,788 206,614 3,469.70 421,328 103.92
OTHER FUND 1,670,358 1,565,403 2,007,283 28.23 2,142,900 6.76
WESTERN NEVADA COMMUNITY COLLE( 18,936,498 19,719,072 21,223,619 7.63 21,840,925 2.91
GENERAL FUND 16,377,151 17,149,599 18,245,021 6.39 18,529,179 1.56
INTER AGENCY TRANSFER 6,859 275,301 3,913.72 560,066 103.44
OTHER FUND 2,559,347 2,562,614 2,703,297 5.49 2,751,680 1.79
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COMMUNITY COLLEGE OF SOUTHERN N 95,768,308 103,381,568 118,334,994 14.46 126,306,904 6.74
GENERAL FUND 72,053,009 77,983,975 89,266,788 14.47 93,852,303 5.14
INTER AGENCY TRANSFER 29,724 1,302,749 4,282.82 2,655,723 103.86
OTHER FUND 23,715,299 25,367,869 27,765,457 9.45 29,798,878 7.32
TRUCKEE MEADOWS COMMUNITY COLL 36,123,520 38,155,732 43,887,040 15.02 45,720,172 4.18
GENERAL FUND 28,971,803 30,512,648 35,399,654 16.02 36,325,715 2.62
INTER AGENCY TRANSFER 12,962 12,530 507,554 3,950.71 1,030,681 103.07
OTHER FUND 7,138,755 7,630,554 7,979,832 4.58 8,363,776 4.81
NEVADA STATE COLLEGE AT HENDERS( 3,661,777 5,145,839 8,903,720 73.03 10,013,476 12.46
GENERAL FUND 3,000,628 4,480,696 7,259,523 62.02 7,957,044 9.61
INTER AGENCY TRANSFER 250 59,813 23,825.20 121,527 103.18
OTHER FUND 661,149 664,893 1,584,384 138.29 1,934,905 22.12
CLASSIFIED REGI 194,060 187,640 -100.00
GENERAL FUND 194,060 187,640 -100.00
TOTAL-UNIVERSITY & COMMUNITY COLL 620,433,676 662,947,697 738,228,534 11.36 789,461,514 6.94
GENERAL FUND 481,642,797 506,746,590 567,157,209 11.92 594,856,905 4.88
FEDERAL FUND 2,382,370 2,404,818 2,486,158 3.38 2,487,764 .06
INTER AGENCY TRANSFER 4,279,579 4,868,754 16,951,925 248.18 26,221,879 54.68
INTERIM FINANCE 442,638 456,926 .00
OTHER FUND 133,753,652 146,403,249 151,633,242 3.57 165,894,966 9.41
WICHE PROGRAM
W.I.C.H.E. LOAN & STIPEND 1,392,531 1,390,350 1,325,794 -4.64 1,276,480 -3.72
GENERAL FUND 862,748 797,557 811,744 1.78 788,630 -2.85
OTHER FUND 529,783 592,793 514,050 -13.28 487,850 -5.10
W.I.C.H.E. ADMINISTRATION 266,872 330,296 339,414 2.76 351,916 3.68
GENERAL FUND 266,872 330,296 336,052 1.74 345,014 2.67
INTER AGENCY TRANSFER 3,362 6,902 105.29
TOTAL-WICHE PROGRAM 1,659,403 1,720,646 1,665,208 -3.22 1,628,396 -2.21
GENERAL FUND 1,129,620 1,127,853 1,147,796 1.77 1,133,644 -1.23
INTER AGENCY TRANSFER 3,362 .00 6,902
OTHER FUND 529,783 592,793 514,050 -13.28 487,850 -5.10
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DEPARTMENT OF CULTURAL AFFAIRS
CULTURAL AFFAIRS ADMINISTRATION 669,809 918,269 1,006,276 9.58 863,192 -14.22
GENERAL FUND 656,171 699,529 972,457 39.02 818,951 -15.79
BALANCE FORWARD 200,000 -100.00
INTER AGENCY TRANSFER 13,638 18,740 33,819 80.46 44,241 30.82
COMSTOCK HISTORIC DISTRICT 96,137 108,036 148,845 37.77 156,621 5.22
GENERAL FUND 96,137 108,036 147,197 36.25 153,252 4.1
INTER AGENCY TRANSFER 1,648 3,369 104.43
STATE HISTORIC PRESERVATION OFFIC 1,114,655 909,046 1,078,281 18.62 1,103,686 2.36
GENERAL FUND 312,488 306,508 316,303 3.20 325,998 3.07
BALANCE FORWARD -7,355 7,355 -100.00
FEDERAL FUND 720,592 514,572 727,947 41.47 737,912 1.37
INTER AGENCY TRANSFER 86,930 80,611 34,031 -57.78 39,776 16.88
OTHER FUND 2,000
NEVADA STATE LIBRARY 4,609,025 5,046,558 4,762,110 -5.64 4,789,738 .58
GENERAL FUND 3,306,197 3,507,991 3,474,807 -.95 3,473,132 -.05
BALANCE FORWARD -508,848 508,848 -100.00
FEDERAL FUND 1,292,399 1,026,890 1,222,528 19.05 1,224,058 13
INTER AGENCY TRANSFER 500,000 60,948 88,721 45.57
OTHER FUND 19,277 2,829 3,827 35.28 3,827
ARCHIVES AND RECORDS 651,568 658,017 759,462 15.42 715,854 -5.74
GENERAL FUND 640,632 651,571 738,305 13.31 682,764 -7.52
FEDERAL FUND 9,315 4,219 5,370 27.28 5,370
INTER AGENCY TRANSFER 14,165 26,098 84.24
OTHER FUND 1,621 2,227 1,622 -27.17 1,622
MICROGRAPHICS AND IMAGING 572,218 762,243 673,772 -11.61 597,624 -11.30
BALANCE FORWARD -32,105 141,310 145,707 3.1 74,252 -49.04
INTER AGENCY TRANSFER 604,323 620,933 528,065 -14.96 523,372 -.89
NEVADA STATE LIBRARY - LITERACY 218,638 224,925 227,692 1.23 231,998 1.89
GENERAL FUND 134,312 140,775 147,980 5.12 149,808 1.24
FEDERAL FUND 21,726 32,150 19,347 -39.82 19,347
INTER AGENCY TRANSFER 62,600 52,000 60,365 16.09 62,843 4.1
NEVADA STATE LIBRARY-CLAN 433,030 655,958 363,246 -44.62 371,818 2.36
BALANCE FORWARD 121,275 219,498 -100.00
FEDERAL FUND 3,590 26,000 3,591 -86.19 3,591
INTER AGENCY TRANSFER 68,183 69,528 71,761 3.21 72,994 1.72
OTHER FUND 239,982 340,932 287,894 -15.56 295,233 2.55
NEVADA ARTS COUNCIL 2,091,402 2,305,093 2,260,004 -1.96 2,282,695 1.00
GENERAL FUND 1,426,609 1,475,576 1,697,907 15.07 1,707,576 57
BALANCE FORWARD 60,030 27,926 -100.00
FEDERAL FUND 531,969 487,100 470,029 -3.50 470,124 .02
INTER AGENCY TRANSFER 250,000 21,274 -91.49 34,201 60.76
OTHER FUND 72,794 64,491 70,794 9.77 70,794
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MUSEUMS AND HISTORY 229,892 312,078 339,118 8.66 345,066 1.75
GENERAL FUND 229,892 312,078 325,011 414 325,613 19
INTER AGENCY TRANSFER 14,107 19,453 37.90
LOST CITY MUSEUM 385,201 415,218 464,402 11.85 435,467 -6.23
GENERAL FUND 316,469 340,281 377,171 10.84 340,517 -9.72
BALANCE FORWARD -1,350
FEDERAL FUND 2,970
INTER AGENCY TRANSFER 5,558 11,425 105.56
OTHER FUND 67,112 74,937 81,673 8.99 83,525 2.27
NEVADA HISTORICAL SOCIETY 698,002 719,661 767,092 6.59 772,645 72
GENERAL FUND 642,816 659,661 696,621 5.60 690,603 -.86
INTER AGENCY TRANSFER 10,411 21,177 103.41
OTHER FUND 55,186 60,000 60,060 .10 60,865 1.34
STATE MUSEUM, CARSON CITY 1,659,333 1,711,164 1,861,560 8.79 1,819,805 -2.24
GENERAL FUND 1,309,868 1,380,962 1,474,843 6.80 1,402,647 -4.90
FEDERAL FUND 19,144 12,000 12,089 74 12,143 45
INTER AGENCY TRANSFER 10,000 10,000 33,389 233.89 57,771 73.02
OTHER FUND 320,321 308,202 341,239 10.72 347,244 1.76
MUSEUM & HISTORICAL SOCIETY - LV 979,955 1,040,798 1,267,813 21.81 1,090,823 -13.96
GENERAL FUND 955,050 1,003,613 1,211,414 20.71 1,016,832 -16.06
INTER AGENCY TRANSFER 15,408 31,606 105.13
OTHER FUND 24,905 37,185 40,991 10.24 42,385 3.40
STATE RAILROAD MUSEUMS 1,392,973 1,490,442 2,126,167 42.65 1,544,676 -27.35
GENERAL FUND 1,141,166 496,000 1,783,035 259.48 1,148,644 -35.58
INTER AGENCY TRANSFER 114,422 875,479 141,298 -83.86 159,542 12.91
OTHER FUND 137,385 118,963 201,834 69.66 236,490 17.17
TOTAL-DEPARTMENT OF CULTURAL AFF 15,801,838 17,277,506 18,105,840 4.79 17,121,708 -5.44
GENERAL FUND 11,167,807 11,082,581 13,363,051 20.58 12,236,337 -8.43
BALANCE FORWARD -368,353 1,104,937 145,707 -86.81 74,252 -49.04
FEDERAL FUND 2,601,705 2,102,931 2,460,901 17.02 2,472,545 A7
INTER AGENCY TRANSFER 1,460,096 1,977,291 1,046,247 -47.09 1,196,589 14.37
OTHER FUND 940,583 1,009,766 1,089,934 7.94 1,141,985 4.78
EDUCATION
GENERAL FUND 1,261,583,495 1,426,981,899 1,481,089,462 3.79 1,561,335,905 5.42
BALANCE FORWARD -18,047,120 53,656,032 667,446 -98.76 474,331 -28.93
FEDERAL FUND 264,155,430 306,684,756 277,433,317 -9.54 283,719,255 2.27
INTER AGENCY TRANSFER 7,819,653 9,313,736 20,229,694 117.20 29,713,381 46.88
INTERIM FINANCE 8,947,368 456,926
OTHER FUND 258,069,546 285,852,124 279,883,392 -2.09 298,277,398 6.57
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1,782,528,372 2,082,945,473 2,059,303,311 -1.14  2,173,520,270 5.55
7,819,653 9,313,736 20,229,694 117.20 29,713,381 46.88
1,774,708,719 2,073,631,737 2,039,073,617 -1.67 2,143,806,889 5.14
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COMMERCE AND INDUSTRY

Commerce and Industry includes all of the divisions within the Department of Business
and Industry and the Department of Agriculture, along with the Gaming Control Board,
the Public Utilities Commission, the Commission on Economic Development, and the
Commission on Tourism. These agencies license, regulate, and promote various
businesses and financial activities operating in the state of Nevada.

The Executive Budget recommends General Fund appropriations for Commerce and
Industry amounting to $51 million for FY 2005-06, which is an increase of 19.7 percent
from FY 2004-05. In FY 2006-07, General Funds are recommended at $50.4 million,
which represents a 1.0 percent decrease compared to FY 2005-06. Budget
recommendations from all funding sources total $213.1 million in FY 2005-06, which is a
9.0 percent increase over FY 2004-05, and $217.1 million in FY 2006-07, which is a
1.9 percent increase over FY 2005-06 after inter-agency transfers are deducted.

DEPARTMENT OF AGRICULTURE

The Department of Agriculture is responsible for encouraging, advancing, and
protecting the livestock and agricultural industries of the state. The department
attempts to encourage sound resource management through progressive and
innovative agricultural practices. The Department of Agriculture is organized into six
divisions: Administration; Plant Industry; Animal Industry; Livestock Identification;
Measurement Standards; and Resource Protection. General Fund support for the
department in FY 2005-06 is recommended at $4.2 million, which represents an
11.3 percent increase over the previous year. In FY 2006-07, General Fund support is
reduced to $4.0 million, a 5 percent decrease when compared to FY 2005-06.

ADMINISTRATION

The Governor recommends transferring $33,158 from the Marijuana Health Registry (a
non-Executive Budget account) to the Division of Administration to partially fund an
existing Program Officer | position that provides services related to the Medical
Marijuana program. The Governor also recommends $1,000 in each year of the
2005-07 biennium to establish a host fund for the Board of Agriculture.

DIVISION OF PLANT INDUSTRY

The Executive Budget recommends $96,035 in General Funds for the purchase of four
replacement vehicles, two for the Agricultural Enforcement Unit and two for general
plant industry use. The Governor also recommends $33,976 in General Funds for
Highway Patrol Dispatch services utilized by the division and $13,890 in General Funds
for maintenance costs associated with the department’s use of the Nevada Department
of Transportation’s 800 MHz radio system.
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DIVISION OF LIVESTOCK IDENTIFICATION

The Executive Budget recommends eliminating 5.03 FTE intermittent positions from the
Division of Livestock Identification and converting 2.0 FTE of the eliminated positions to
permanent full-time positions (1 Brand Inspector | and 1 Administrative Assistant II).
The Governor also recommends $202,004 to continue seasonal positions outside of the
position control section of The Executive Budget, resulting in a net reduction in
personnel related costs of approximately $100,000.

DIVISION OF ANIMAL INDUSTRY

The Governor recommends General Fund appropriations totaling $160,794 over the
2005-07 biennium to fund the management of wild horses in the Virginia Range. The
Executive Budget also recommends transfers from the Nevada Division of Wildlife
(NDOW) totaling $46,762 to pay a portion of the costs of an existing veterinarian
position that will provide services to NDOW.

DiIvISION OF MEASUREMENT STANDARDS

The Executive Budget recommends General Funds totaling $503,381 in FY 2005-06
and $354,124 in FY 2006-07 in support of Weights & Measure activities, including the
replacement of seven vehicles and maintenance for existing division buildings. The
Governor also recommends funding for operating and utilities costs associated with the
division’s newly expanded Sparks Petroleum Laboratory and for replacement equipment
for both the Sparks and Las Vegas Petroleum Labs.

GAMING CONTROL BOARD

The regulation of Nevada’'s gaming industry is conducted through a tiered system
comprised of the Nevada Gaming Commission, the Gaming Control Board, and the
Gaming Policy Committee. The Gaming Commission has final authority on all gaming
matters. The Gaming Policy Committee functions as an advisory body, meeting when
required to examine and make recommendations on gaming policy. The Gaming
Control Board is organized into the following divisions: Audit, Tax and License,
Investigations, Corporate Securities, Enforcement, Electronic Services, and
Administration.

The Gaming Control Board is supported primarily from a General Fund appropriation
and a transfer from the Gaming Investigative Fund, which pays the investigative costs of
those individuals applying for a gaming license through reimbursements from the
applicants. The Executive Budget is recommending a total budget of $39.7 million in
FY 2005-06 and $40.0 million in FY 2006-07. Of these amounts, the General Fund
appropriation is $29.0 million in FY 2005-06, an increase of 7.5 percent over
FY 2004-05, and $28.7 million in FY 2006-07, which represents a decrease of 1 percent
compared to the previous year.
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The Executive Budget recommends a net increase of 8 positions to address workload
demands in existing programs. Nine new positions include 4 Agent positions for the
Investigations Division, 1 Agent and 2 Administrative Assistant Il positions for the
Enforcement Division, and 2 Senior Agent positions for the Audit Division. Funding for
the 3 positions for the Enforcement Division is proposed from fees collected from the
centralized gaming employee registration program. Funding for the remaining positions
is proposed from the Gaming Investigative Fund. One Administrative Aid position is
recommended for deletion. Total costs associated with these positions is $715,446 in
FY 2005-06 and $840,159 in FY 2006-07. Replacement equipment totaling $469,930 in
FY 2005-06 and $95,793 for FY 2006-07 is included in The Executive Budget, primarily
for computer hardware and software.

PuBLIC UTILITIES COMMISSION

The Public Utilities Commission (PUC) is comprised of 3 Commissioners whose
responsibilities are to balance the interests of customers of public utilities to receive
safe and adequate service with reasonable rates while providing shareholders of public
utilities the opportunity to earn a fair return on their investment. The PUC is also
responsible for the railroad safety inspection program; natural gas pipeline inspection
program; and the collection of the Universal Energy Charge (UEC), which is deposited
into the Fund for Energy Assistance and Conservation that was approved by the
2001 Legislature. The UEC is based upon each kilowatt-hour of electricity and therm of
gas sold at the retail level. The fund is administered in conjunction with the Welfare
Division and Housing Division to assist low-income consumers with power bill payments
and energy conservation, weatherization, and energy efficiency needs.

The Executive Budget recommends total funding of $12.8 million in FY 2005-06, an
increase of 7.0 percent over FY 2004-05. Funding in FY 2006-07 is recommended to
decrease by 1.0 percent compared to FY 2005-06. Financing of the agency is primarily
derived from a mill assessment on gross utility operating revenues, statutorily capped at
3.5 mills (one mill = 1/10 of one cent). An additional assessment of up to 0.75 mills is
assessed and transferred to the Account for the Consumer Advocate. The Governor
recommends a mill assessment at 2.60 mills for the PUC, leaving a projected reserve
balance of $1.96 million at the end of FY 2006-07. A mill assessment of 0.70 mills for
the Consumer Advocate is recommended in both years of the 2005-07 biennium.

The Governor recommends 3 new Gas Pipeline Safety Engineers to address increased
state Call-Before-You-Dig and federal Office of Pipeline Safety regulations, along with
significant growth in gas pipeline miles and population affecting inspector field-days.
The Governor also recommends reserve funding of $1.3 million to fund a new Electronic
Filing and Records Management System that would allow the PUC to accept and
manage electronic documents and records and accept associated fees electronically
over the counter and via the Internet. The system is also intended to accept and
convert paper documents to electronic formats, and to manage all documents through
their entire life cycle.
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DEPARTMENT OF BUSINESS AND INDUSTRY

The Department of Business and Industry consists of eight divisions, one board, three
commissions, and five other agencies. The department is responsible for the regulation
of business enterprises, promotion of worker safety, administration of bond programs,
education of the public and businesses regarding their legal rights and responsibilities,
and promoting the legal operation of businesses in Nevada. The department is funded
through a combination of state General Funds, federal funds, business license revenue
and other fees.

The Executive Budget recommends General Fund appropriations for the department of
$8.5 million in each year of the 2005-07 biennium, representing an increase of
13 percent in each year when compared to the FY 2004-05 legislatively approved
amount of $7.5 million. Highway Fund appropriations of $2.2 million in each fiscal year
represent an increase of 5 percent when compared to the FY 2004-05 legislatively
approved amount of $2.1 million. Total funds recommended from all sources to support
the department are $113.8 million in FY 2005-06 and $121.4 million in FY 2006-07, a
total increase of approximately 18.1 percent in the second year compared to the amount
budgeted in FY 2004-05.

DIRECTOR’S OFFICE

The Director’s Office is responsible for providing administrative and budgetary oversight
to the divisions, agencies, and commissions that constitute the department. The Office
includes the Office of Business, Finance, and Planning, which is responsible for the
administration of the Industrial Development Revenue Bond (IDRB) Program budget.
The recommended funding sources for the Director’'s Office include General Fund,
assessments paid by non-General Fund agencies within the department, and a transfer
from the IDRB Program. The Executive Budget recommends General Fund
appropriations for the agency of $277,076 in FY 2005-06, which represents a
45 percent increase over FY 2004-05. An additional 2.0 percent increase in General
Funds support is recommended in FY 2006-07.

The Executive Budget recommends approximately $676,348 over the 2005-07 biennium
to centralize the Department’'s personnel function. The Governor proposes to staff
the office with 6 existing positions from agencies within the Department
(Dairy Commission, Division of Industrial Relations, and Taxicab Authority). This
recommendation results in increased General Fund support of $129,859 over the
upcoming biennium. The 6 positions requested to be transferred-in to the Director's
Office are from agencies that are not supported by General Fund dollars.

MANUFACTURED HOUSING DIVISION

The Manufactured Housing Division’s principal responsibility is to ensure that
manufactured homes, mobile homes, travel trailers, commercial coaches and
manufactured buildings are constructed and installed in a manner that provides

116



reasonable safety and protection to owners and users. The division is a fee-based,
self-funded agency. Revenues are generated through user fees, inspection fees,
plans-review fees and non-grant federal funds (H.U.D.).

Due to a decline in the manufactured housing industry over a number of years, the
division has experienced difficulty in meeting revenue projections, and the cash reserve
was supplementing daily operating expenditures. As a result, the cash reserve was
depleted from $545,020 at the beginning of FY 1998-99 to an unsafe level of $4,316 at
the end of FY 2001-02. The agency was forced to implement a number of cost cutting
measures, including eliminating 3 full-time positions. In addition, a broad fee increase
was implemented that took effect in July 2003. In FY 2003-04, revenue collections met
budgeted authority; The Executive Budget recommends a reserve balance of $889,312
at the end of the 2005-07 biennium.

CONSUMER AFFAIRS DIVISION

The Consumer Affairs Division is responsible for investigating deceptive trade practices
in the marketplace, educating consumers regarding deceptive trade practices, and
regulating various organizations and services that solicit consumers. The agency is
primarily funded through an appropriation from the General Fund. The Executive
Budget recommends General Fund appropriations for the division of $1.4 million in each
year of the 2005-07 biennium, which represents increased General Fund support of
approximately 4.8 percent over the 2005-07 biennium.

A General Fund appropriation is recommended by the Governor in the amount of
$427,423 over the 2005-07 biennium to purchase and implement a commercial
off-the-shelf database system to replace outdated systems. Funding for this project
has been recommended in the Information Technology Projects budget.

REAL ESTATE DIVISION

The Real Estate Division is responsible for regulating real estate brokers and salesmen,
property managers, appraisers, qualified intermediaries, and building inspectors. The
division also administers continuing education programs for real estate licensees in
Nevada and is responsible for the enforcement of the statutory and regulatory
provisions regarding the sale of subdivided lands, time-shares, and campground
memberships. The division is funded through a combination of fees, inter-agency
transfers and General Fund.

The Executive Budget recommends 2.5 new full-time equivalent positions in each year
of the 2005-07 biennium to manage workload. The Governor further recommends
reclassifying 2 Program Officer positions based on a change of duties. Total
recommended General Fund support is $190,627 over the 2005-07 biennium.

The Real Estate Division includes the Real Estate Education & Research program,
which is responsible for the review and approval of continuing education courses for
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Nevada’s real estate licensees and the licensing of course instructors. The Governor is
recommending a Publications Writer position to support the division’s licensing and
regulatory programs. Total recommended funding for the new position and associated
costs are $89,712 over the 2005-07 biennium and are recommended to funded through
agency reserves.

The Real Estate Division also includes the Office of the Ombudsman for Owners in
Common-Interest Communities. The Ombudsman provides assistance to homeowner
associations and their members/owners. The agency is self funded, primarily through
fees imposed on common-interest communities of $3 per unit, per year.

The Executive Budget recommends funding for the addition of 1 full-time Training
Officer Il position and associated costs to conduct educational training for unit owners
and association board members and officers. Total recommended funding for the new
position and associated costs is $109,106 over the 2005-07 biennium and is
recommended to be funded through agency reserves.

During the past two Legislative Sessions, the money committees have expressed
concern over the agency’s large cash reserve. The agency’'s cash reserve has
averaged approximately $1.8 million over the past four fiscal years. The Governor is
rec